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The overwhelming defeat of 
the bill for the unconditional 
repeal of the 10 per cent. tax on circu- 
lation of state banks was to have been 
expected, as the reasons which exist 
against independent state bank circula- 
tion are too weighty to overcome, and 
there could have been no other outcome, 
consistent with common sense. A prac- 
tical and comprehensive system of bank- 
ing and currency is one of the problems 
before congress, sooner or later to be 
settled. A number of bills are now 
pending before that body, evidencing 
the different theories advocated. Our 
own idea is that the delegation of the 
question to a currency commission of 
competent experts would be a practical 
step in the right direction, and that the 
bankers should be well represented in 
such a commission. 

Upon this subject of banking and cur- 
rency, we publish a contribution from 


Bank Circu- 
lation. 








New York, JUNE, 1894. 


Mr. A. J. Rooks, a banker of Tennessee, 
which is well thought out and will re- 
pay reading. Mr. Rooks is strongly 
impressed with the Canadian system of 
bank issues as applicable to the United 
States. He shows that during the 
financial depression of last year, when 
our banks were short of funds and suf- 
fered severely in consequence, there 
was no corresponding condition across 
the border, but matters there went as 
smoothly as ever. Mr. Cornwell, of 
Buffalo, is another banker who is a 
prominent advocate of the Canadian 
system, and at the convention of Amer- 
ican bankers at New Orleans two years 
ago, gave a detailed exposition of its 
principles and practice. 


A law has been enacted 

in New York, to take ef- 
fect January 1, 1895, abolishing days of 
grace. This is one of the successes of 
the American Bankers’ Association, 
who, two years ago, considered the sub- 
ject and recommended to its members 
the procurement of such legislation inthe 
different states. Since then laws abolish- 
ing grave have been passed in a few of 
the States, the New York legislation 
being the latest, as well as the most im- 
portant. Following the lead of the em- 
pire state, many other state legislatures 
will doubtless pass similar laws, and 
thus remove one source of doubt and 
vexation, arising from uncertainty of 
maturity of negotiable instruments. 


Days of Grace. 
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Fictitious Capi. 4 Subject which should en- 
talizationof gage the attention of the 
Corporations. Constitutional convention 
assembled in New York state, as wellas 
one that calls for legislative remedy 
everywhere, is the fictitious capitaliza- 
tion of corporations. There is too 
much trading nowadays on fictitious 
capital. Asa result, creditors are fre- 
quently deceived concerning the respon- 
sibility of corporations, and their losses 
become apparent when receivership 
brings to light the fact that the capital 
stock does not consist of actual cash or 
an equivalent in property, but in reality 
amounts to nothing. Nor is the in- 
jurious effect of falsification of capital 
confined to creditors alone. 

A company is organized with a capi- 
tal of, say $50,000, with a contribution 
of value as its basis, somewhat as fol- 
lows: Cash $1,000, and actual value 
of plant $1,000; while the estimated 
The 


value of plant is fixed at $49,000. 
stock is certified as fully paid up in cash 
and property purchased, and $2,000 of 
actual value is thereby transformed into 


$50,000 of stock. Thus established and 
the stock issued, representing the in- 
flated value, the time is ripe for unload- 
ing upon the unwary purchaser, whose 
credulity is in undue proportion to his 
ability to investigate and correctly gauge 
the real assets which the stock repre- 
sents. 

There should be more stringent pro- 
visions of law asa preventive of fictitious 
capitalization. It is not putting it too 
strongly to say that it should be made a 
misdemeanor for a company to start in 
business without its full capital being 
represented either by actual money paid 
in, Or by property whose value has been 
fixed and placed on record by sworn of- 
ficial appraisers, appointed by courts, 
or in some other manner. 
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Another evil for which some remedy 
should be provided grows out of the 
tendency of business men to organize 
corporations in order to evade persona! 
liability. Smith, Brown and Jones as a 
partnership are answerable to creditors, 
not only to the extent of the partner- 
ship assets, but individually as well. 
But Smith, Brown and Jones, as stock- 
holders and officers of a corporation 
whose capital has been fully paid in, 
partly by cash and partly by trash, can 
trade on the credit of the corporation, 
draw large salaries, and when the crash 
comes, stand from under. Thé business 
world knows too well the extent to 
which this masking behind corporate 
titles is carried. It would be largely 
remedied by the requirement of actual, 
as distinguished from fictitious, capital- 
ization. Then business men would 
know the amount at the risk of the busi- 
ness. If greater security was desired 
before extending credit, the personal 
obligation or guaranty of one or more 
officers or stockholders 
tained. 


could be ob- 


The commissioner of bank- 
ing of the state of Kansas 
seems to have developed a 
positive antipathy to the banks and 
bankers of New York. Last summer, 
during the financial depression, he is- 


The Kansas 
Bank Com- 
missioner. 


sued a circular notifying state and priv- 
ate banks in Kansas that as New York 
city banks refuse to pay drafts except 
through the clearing house and have re- 
fused to pay amounts due Kansas banks 
in lawful money, tendering certificates 
of deposit, they are insolvent, unsafe 
custodians of Kansas bank funds, and 
deposit balances of Kansas banks in 
New York will not be counted as reserve, 
until their New York correspondents 
resume lawful muney payments. 





EDITORIAL. 


The state of affairs at that time re- 
quiring a resort to clearing house cer- 
tificates was well understood through- 
out the country, and any other course 
would haveinvolved the entire nation in 
financial ruin, seemed 
splenetic in the extreme in view of the 
fact that the Kansas bank commissioner 
stood alone, among all the superintend- 
ents and commissioners of banks in 
other states, in the position taken. As 
well might he have issued a proclama- 
tion declaring every bank in Kansas in- 
solvent because the cash on hand did 
not equal the amount due depositors 
which amount could all have been 
legally demanded at any time. 

Now comes his second mandate—see 
He 


The circular 


circular printed on another page. 


is informed that New York banks re- 
quire gold notes for money borrowed, 
and as the law of Kansas provides that 
money obligations shall be payable in 


either gold or silver “‘ all stipulations in 
the contract to the contrary notwith- 
standing,” Kansas banks borrowing 
from New York, are requested to re- 
frain hereafter from signing any note or 
obligation payable in anything other 
than lawful money of the United States. 

This circular is amusing. In the first 
place, New York banks are not in the 
habit of requiring gold notes; and sec- 
ond, even if they were, it is difficult to 
see how Kansas banks would be dis- 
astrously affected by executing notes so 
payable. The Kansas law does not forbid 
the execution of gold notes but provides 
that if so made payable they shall be 
construed as payab‘e and enforceable in 


lawful money only, and not specifically. 
If either was to be hurt by such a law— 
assuming it valid—it would be the New 
York, and not the Kansas banks. We 
trust this development of paternalism 
and watchfulness over the interests of 
the Kansas banks on the part of the 
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commissioner will not progress to any 
greater extent. If it does, we may ex- 
pect circulars of advice upon the style 
of collar and length of beard most con- 
ducive to the true banking character. 


The Iowa legislature has 
imposed certain restrictions 
upon state banks and their 
officers, not heretofore existing, which 
will be found fully set forth in the copy 
of the law published on another page. 

Directors are forbidden to receive pay 
or emoluments for their services. This 
is a provision of doubtful wisdom. It 
seems to us the true theory should bea 
small number of directors and a per 
diem allowance for attendance. As a 
rule, bank directors are not compen- 
sated for their services but it has been 
well reasoned that if they were compen- 
sated, better service could be expected 
and would be rendered, than where 
their time and judgment is given gra- 
tuitously. If this be the correct view, 
the Iowa law now prevents its being put 
into practice in that state. 

Loans to officers and directors are 
regulated by the law, the same security 
being required as of other borrowers, 
and also previous authorization by the 
board at a meeting from which the ap- 
plicant must be absent. This seems a 
wise provision. A clause limiting the 
liability of single borrowers to the bank 
to 20 per cent. of the paid capital is also 
enacted, being similar to the national 
bank act on this point, except that the 
limit of indebtedness is made 20 instead 


of 10 per cent. 

There is a further provision for pun- 
ishment of the makers of false state- 
ments and false entries; and a conclu- 
ding section provides for an examining 
committee of the board, who shall inspect 
and report at least once every quarter. 


Restrictions 
Upon Iowa 
State Banks. 
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THE PANIC OF 1893. 


How the Financial Institutions Weathered the Storm. 
NO. 8&8 


A series of contributed articles, connected by editorial statement, comment and suggestion, de- 
signed to constitute a brief serial history of the panic of 1893 and the conduct of the banks 
during the season of pressure, and to embrace an investigation of the conditions preceding, 


and the causes of, the panic ; 
suggestions for the future. 


MICHICAN BANKS AND THE PANIC. 


Hon. T. C. Sherwood, Bank Commissioner, 
treats of the subject at length in his annual 
report—An admirable showing—Conduct of 
the banks praised—The benefits of the issue 
of clearing-house loan certificates. 

In his annual report on the Michigan 
banks for the year ending December 31, 
Commissioner Sherwood dwel s at length 
on the conduct and condition of the 
banks of Michigan during the late finan- 
cial depression. Those portions of his 
report treating of this subject are here 
inserted, as being appropriate to the 
panic series. Commissioner Sherwood 
says: 

** Although the year covered by this 
report, which ended December 31, has 
been one of unusual distress and disas- 
ter to banking corporations throughout 
the United States, I am pleased to re- 
port that Michigan’s state and national 
banks, with four exceptions, have with- 
stood the financial storm which carried 
down so many banking institutions in 
other states, and to day stand as monu- 
ments to the intelligence of our citizens, 
the honesty and integrity of bank di- 
rectors and the excellency of our state 
and national banking laws. 

Never in the history of banking has 
there been a financial panic that was 
confined so exclusively to banks, as the 
panic of 1893. 

In other panics, commercial circles 
suffered as severely as banking corpora- 


a relation of events and occurrences during its progress ; 


and 


tions, and where banks were affected, 
the guality of the currency was a prime 
factor. 

In the panic through which we have 
just passed, no one questioned the qual- 
ity of our money, though they may have 
doubted its sufficiency. The chief anxi- 
ety of the public seemed to have been 
centered on the solvency of the bank 
where the money was deposited. 

Confidence is the foundation 
upon which is built a successful bank- 
ing business, and I have no hesitancy in 
saying that the adequacy of our state 


stone 


banking law has been a prominent ele- 


ment in establishing confidence in our 
state banking institutions. 

When we consider that our state bank- 
ing law has been in force but a little 
over four years, it is a matter of con- 
gratulation that Michigan, with her 162 
state banks, was able to pass through 
the ordeal with a loss of but two banks, 
the Central Michigan Savings 
Bank, of Lansing, and the Bank of 
Crystal Falls, L. S. 

Too much praise cannot be given the 
press of the state, which, by paragraph 


ViZ.: 


and editorial, so nobly assisted every 
effort to allay the excitement in financial 
circles, and make stronger the confi- 
dence of the public in our state and na- 
tional banking corporations. 

Not only should the newspapers be 
commended for what they published, 











bnt for their refusal to give extended 
publicity to sensational bank news from 
cities in other states, notwithstanding 
the publication of such news at the time 
might have increased the sale of the 
paper, 

Seldom has the power of the Detroit 
press been better exemplified, and never 
has it been more highly appreciated. 

~ * * , * 


BANK DIRECTORS DURING THE PANIC, 


In a former report I had occasion to 
criticise the policy of electing directors 
who gave little or no attention to the 
banking business they were elected to 
direct. 

Since the rst of May, however, I have 
had no reason to complain of lack of at- 
tention on the part of directors of the 
several banks. 

This is especially true of the directors 
of the banks of Detroit and Lansing. 

Detroit being the chief reserve city of 
the state, nearly all interior banks keep 
a large portion of their reserve there. 

At the commencement or the panic 
the interior banks, in order to protect 
and strengthen themselves, withdrew 
their reserve, amounting to several mil- 
lions of dollars, at a time when it was 
most needed to pay depositors who had 
become frightened by the reports of nu- 
merous failures in other states. 

It was fortunate for the credit of De- 
troit that the largest and best managed 
banks were attacked first, as they were 
best able to cope with a condition never 
before experienced by the oldest finan 
cier. 

In this emergency the directors came 
to the front and demonstrated that the 
boards of directors of the several banks 
of Detroit were not mem- 

bers, but active, honest, 
strong in the knowledge of their ability 
to pay all obligations of the bank if 


‘* honorary ”’ 
fearless men, 


THE PANIC OF 1893. 
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given time, and standing shoulder to 
shoulder they passed through the ordeal 
with reputation unsullied and honor in- 
tact 

When we realize that the banks of the 
state drew their inspiration largely from 
Detroit bankers, we will then appreciate 
the heroic efforts made to protect the 
integrity of the banks of the metropolis 
of the state. 

What was true of Detroit directors 
was unqualifiedly true of those of Lan- 
sing, 

The failure of two of the largest man- 
ufacturing establishments in the city, 
with liabilities amounting to nearly one 
million dollars, and with two banks 
closed on account thereof, it was a con- 
dition to appall the strongest heart. 

In the face of all this, the officers and 
directors of the three remaining banks 
came to the rescue, and in a battle for 
existence unknown in the history of 
finance, achieved a triumphant victory. 

To the local press and business men 
of the city, all honor is due for their 
loyalty to home industry, and for their 
material assistance, which made possible 
the reopening of one of the closed 
banks. 

Bank officers and directors in 
cities and villages are, and should be 
commended for the honorable part they 
took in maintaining the credit in the in- 
terest of depositors. 

Although the discipline in the school 
there is no 


other 


of experience is severe, 
doubt but that the knowledge obtained 
during the panic will be of great benefit 
to many bankers in Michigan, who re- 
quired something more than the advice 
of this department to convince them 
that conservatism is one element in 
banking that must not be lost sight of 
if a successful business is expected. 

A careful survey of the situation has 
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convinced me that if the several boards 
of directors throughout the state had 
given their respective banks the same 
attention two years ago that they have 
the past six months, there would not be 
a ‘*disabled”’ bank in the state to-day. 


BANKING LAW. 


At the commencement of the panic, 
many persons were uncertain as to the 
ability of the state banks to withstand 
the financial excitement, as the law, so 
recently adopted, under which they 
were incorporated, being a dual law, 
provided for the transaction of both a 
commercial and savings business. The 
officers of the banking departments of 
California, Minnesota and Massachusetts 
evidently had their doubts as to the ad- 
visability of uniting the two, for they 
recommended in their annual reports 
that savings banks should not be per- 
mitted to transact a commercial busi- 
ness, for the reason that the savings 
bank is likely to be injured by any mis- 
fortune which may overtake the com- 
mercial bank. 

At the time the banking law became 
operative, I doubted the propriety of 
allowing banks to incorporate with sav- 
ings and commercial departments, es- 
pecially in our large cities, and all 
through the panic I closely watched the 
effect that the unprecedented financial 
stringency would have upon these banks, 
I am now satisfied that if properly man- 
aged, and under careful, judicious su- 
pervision, they can be as successfully 
conducted as though they were separate 
institutions. In fact in many instances 
they were stronger because of the 
union, 

If there was any exhibition of weak- 
ness, it was from other causes, rather 
than the effect of the dual law. 

The reports of banking commission- 
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ers of the states above mentioned, were 
made before the panic, and I am inclined 
to believe that the real reason that the 
two classes of business did not operate 
successfully together in these states, was 
because of the insufficiency of their 
banking laws, rather than the reasons 
given. 

Michigan's banking law has all the 
good features of the national bank act, 
with several valuable amendments adapt- 
ed to the varied business interests of the 
state, and our citizens can congratulate 
themselves that it had been in operation 
long enough to command the respect of 
the public, before we were compelled to 
contend with the unprecedented mone- 
tary stringency of 1893. 


EFFECT OF THE PANIC, 


The state banks suffered severely from 
the effects of the panic. The decrease 
in deposits between May 4 and July 
12 was $5,342,712.77; between July 12 
and October 3, $5,434,457-57, While 
between October 3 and December 19, it 
was only $1,238, 304.13. 

The total shrinkage in deposits in 
state banks between May 4 and Decem- 
ber 19, including amount due to banks 
and bankers, was $12, 471,796.27, or 18.34 
per cent. 

With national banks the per cent. of 
decrease in deposits is slightly in excess 
of that of the state banks. 

The shrinkage in deposits in national 
banks between May 4 and July 12 was 
$5,115,838.45; between July 12 and 
October 3, $4,053,775.27, while between 
October 3 and December I9, there was 
an increase in deposits of $278,400.97. 
The total decrease in deposits in nation- 
al banks between May 4 and December 
19, including United States deposits and 
amount due to banks and bankers, was 
$9,990, 144.87, or 20.68 per cent. 
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During the*panic many individuals 
unjustly criticised the banks, claiming 
that the demands upon them were not 
as great as represented, and that the 
officers were selfishly hoarding money 
that they might obtain a higher rate of 
interest. 

That such was not the case is clearly 
shown by the decrease in deposits be- 
tween December 9, 1892, and December 
19, 1893. With state banks, the de- 
crease, including amount due to banks 
and bankers, was $11,511,006.93, or 
17.31 per cent. With national banks the 
decrease, including United States de- 
posits and amount due to banks and 
bankers, was $14,396,386.29, or 27.31 
cent. 

That the state and national banks of 
Michigan could successfully withstand 
the withdrawal of over twenty-five mil- 
lions of dollars, nearly all of which was 
withdrawn the last eight months of the 
year, merits commendation rather than 
unjust criticism. 


NINETY DAY RULE, 


When the financial excitement was 
most intense in Detroit, at a meeting at 
which each bank in the city was repre- 
sented, I strongly urged that savings 
banks avail themselves of the ninety- 
day rule, believing that its enforcement 
would allay the excitement and allow 
the better judgment of the depositor to 
assert itself. 

The result proved the wisdom of the 
advice, for, when it was known that the 
banks were united in the enforcement of 
the rule, the excitement immediately 
subsided. 

Very few depositors gave the required 
notice, and but a very small portion of 
these withdrew their money at the ex- 
piration of the time. 

After the first few days the rule was 
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not rigidly enforced, depositors receiv- 
ing partial payments of their deposits 
as their necessities required, and was 
wholly ignored by a majority of the 
banks before the ninety daysexpired. _ 

I cannot too highly commend the 
ninety-day requirement as embodied in 
the rules and regulations of savings 
banks. It not only’ benefits the bank, 
but is of much greater benefit to the de- 
positor. 

The majority of depositors in our 
savings banks are laborers, who have 
not the time or opportunity to make 
profitable investments, These deposit 
their money for the interest paid them 
by the various banks. 

In times of financial excitement the 
intelligent depositor, who knows that 
the bank could not pay him interest on 
his deposit, unless it invested the same, 
is at the mercy of the ignorant depositor 
who never gives the subject a thought. 

By the enforcement of the ninety-day 
rule the intelligent depositor, and those 
absent from home, are on an equal foot- 
ing with those living within a few min- 
utes walk of the bank, and especially 
those whose only thought is to secure 
possession of their money, no matter 
who suffers by the withdrawal. 

There were a few individuals who 
were inconvenienced by the enforcement 
of the ninety-day rule, and they were 
the speculators who thrive best on the 
misfortunes of others. This class had 
deposited their surplus money in the 
savings department because they re- 
ceived a higher rate of interest than they 
would in the commercial department, 
where the deposit properly belonged. 

When, on account of the close money 
market, these individuals could make 
good investments, with interest at 15 
or twenty per cent., they naturally de- 
nounced the ninety-day rule, which pre- 
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the expiration of the required time. 
The reason a bank can pay three or four 
per cent. interest to savings depositors 
_is largely because of the permanancy of 
the deposit. 

That thousands of persons were bene- 
fitted by the enforcement of the ninety- 
day rule, I have no doubt, and I am 
equally positive that but few persons in 
Michigan, whose deposits were legiti- 
mate savings deposits, suffered any in- 
convenience from its enforcement, 

CLEARING-HOUSE LOAN CERTIFICATES. 

In several of the larger cities of the 
state are established Clearing House 
Associations, of 
which is for the purpose of effecting at 


the primary object 


one place the daily exchanges between 
the several associated banks. 

The responsibility of the association 
is limited to the faithful distribution by 
the manager, among the creditor mem- 
bers, the sums actually received by him. 

May 27, 1893, the Detroit Clearing 
House Association adopted the plan 
which succeeded so admirably in New 
York 1890 and 1891, and by 
amendment to their constitution 
vided for a ‘* loan committee ” 


in an 
pro- 
author- 
zed to receive from banks, members of 
bills receivable and 
other securities to be approved by the 


committee, and issuing therefor ‘* loan 


the association, 


certificates ’’ not in excess of 75 per 
cent. of the securities or bills receivable 
so deposited; said certificates to draw 
interest at the rate of 7 per cent. per 
annum, and to be received and paid only 
in settlement of balances at the clearing 
house. 

Upon delivery of such certificates a 
proper obligation was taken from the 
depositing member, made by the mem- 
ber or other persons, corporations or 
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vented their drawing the money until 


violated, for these certificates were not 
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firms, satisfactory to the loan ‘‘com- 
mittee,’’ together with the securities 
pledged therefor, for the benefit of the 
holders of the certificate 
depositing member. 

In case of loss resulting from default 
in payment by a member or a maker of 
the obligation, and failure to realize a 
sufficient amount trom these securities 
held as collateral to the obligation, such 
loss to be borne by all the members of 
the association. 

‘* The loan certificates” issued by the 
Detroit 


issued to the 


Clearing House Association, 


were for $5,000 each. The first one was 


issued June 1g. 1893, and was in the fol- 
lowing form: 


Loan Committee of the Detroit Clearing- 
House Association. 


DETROIT, Mich 

This certifies that. 
has deposited with this committee, securities in ac 
cordance with the proceedings of a meeting of the as- 
sociation held May 27, 1893, upon which this certificate 
is issued. 

This certificate will be feceived in payment of bal- 
ances at the Clearing- House Association. 

On surrender of this certificate by the depositing 
bank above named, the committee will irndorse the 
amount as a payment on the obligation of said bank 
held by them, and surrender a proportionate part of 
the collateral securities held therefor. 


conan = 

The total amount 
sued was $500,000. 

The largest amount outstanding at 
any one time was $360,000, on Septem- 
ber 11, 1893, and the last certificate was 
surrendered and cancelled 
Io, 1893. 


of certificates is- 


November 


I have called your attention more par- 
ticularly to this matter as the issuing of 
*‘loan certificates’ was a new departure 
for Michigan, and was criticised by some 
persons as a revival of ‘Wild Cat” 
money and in violation of section 32 of 
the state banking iaws. 


This is not true. The law was not 
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designed for, neither did they circulate 
as money. They were but promises to 
pay, and their only function that of dis- 
charging the obligation at the clearing 
house, 

The first banks to feel the effect of a 
general monetary stringency, were those 
located in the large reserve cities. In 
times of financial prosperity the surplus 
funds of interior banks naturally find 
their way to these cities, for the reason 
that the banking law provides that a 


portion of the money reserve may be 


kept with banksinsuch cities. The pay- 
ment of interest on daily balances by the 
bank receiving such deposit, is another 
strong inducement for country banks to 
accumulate a surplus in money centers. 

During the months of June, July, 
several 
miilions of dollars were withdrawn from 
Detroit by interior banks, who to pro- 
tect themselves against de- 
mands by local depositors were com- 


August and September last, 


unusual 


Month. 


JORURES asec ccccace-s 
February 


PI ciikcandcmnkedandaben seen 


DI 06.5944 0 60ceednesendeds ovis ccess 
Septeurber 

October 

November.... 
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pelled to call in all their available sur- 
plus funds. 

In such an emergency as this, I urged 
the issuance of clearing house certifi- 
cates, and by their use in settling bal- 
ances at the clearing house, a large 
amount of coin and currency was re- 
leased for the current, legitimate de- 
mands of business. 

There is no doubt that the timely is- 
suance of these certificates had much to 
do in restoring public confidence, as de- 
positors were apprised of the fact that, 
by the united action of the Clearing- 
House Association, the support of all 
the banks in the Association was pledged 
for the protection of each. 

That you may have an idea of the 
amount of business transacted through 
the Detroit Clearing-House Association, 
and the effect the panic had on such 
business, I present herewith a compara- 
tive monthly statement for the years 
1892 and 1893: 


Increase. Decrease. 


$28,218,643 

25,022,787 

27 224.566 

27-547.940 
31,280,062 
26,277,854 
24,594,448 
22,501,101 11,861,727 

1957379552 11,320,522 

23 795,551 10,877,929 


34,522,056 24,461,034 10,061,022 


34, 05,724 24,165,751 919425973 
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BANK CIRCULATION. 


By A. J. Rooks, Cashier Fayette County Bank, Somerville, Tennessee. 


Mr. PRESIDENT AND GENTLEMEN OF THE 
CONVENTION: 


A crisis has been reached in the finan- 
cial affairs of our country. Since the 
last meeting of this association we have 
passed through a panic that will make 
the year 1893 memorable in the financial 
history of the world. The period of 
liquidation inaugurated by the collapse 
of the Argentine boom and failure of 
the Barings in 1890, was consummated 
in the panic of 1893. This avalanche 


of liquidation swept around the world, 
affecting directly or indirectly almost 
every country on the globe. 


THE PANIC OF 1893. 


A period of prosperity had caused al- 
most universal speculation. The great 
creditor nations had lost their proverb- 
ial conservatism. The capitalists of 
England and Scotland, usually the most 
conservative of them all, lost their heads 
—and instead of being satisfied with a 
safe investment at reasonable interest, 
caught the fever and in great anticipa- 
tion of accumulating wealth rapidly, 
eagerly bought town sites in America, 
railroads in Argentine, sheep farms or 
gold mines in Australia, or—tempted by 
the high rate of interest offered—de- 
posited their funds in the banks of the 
latter country on certificates of deposit, 
running three to five years. 

By the word capitalist, I include all 
who had money to invest, from the 
servant girl with a few dollars, saved 
through rigid economy, to the man of 
millions. 


* Paper read before the Tennessee Bankers’ Asso- 
ciation at its meeting on Lookout Mountain, Chatta- 
nooga, Tenn., May rsth, 1894. 


No scheme was too daring to propose 
for the serious consideration of these in- 
vestors, and few were the unrewarded 
efforts of the professional promoters to 
extort the coveted funds from the spec- 
ulative public. The bursting of the 
Argentine bubble and failure of the 
Barings brought the people to their 
senses. Great Britain declined longer 
to furnish the money to keep the game 
going. Australia next felt the pressure 
and with the sudden stoppage in the in- 
flow of British sheckels, crash followed 
crash with such astounding rapidity as 
to alarm the whole world, The period 
of liquidation was fairly on. Those na- 
tions whose financial systems were 
founded on correct principles and whose 
capital had not been absorbed in the 
whirlpool of speculation, were but in- 
directly affected, while those whose sys- 
tem of finance was not builded on a 
solid foundation were caught in the 
storm and felt its fury in exactly that 
ratio that they had departed from true 
financial principles. 

Panics are not always the result of 
bad management of the government 
finances only, but of the people as well, 
and as long as people will speculate and 
expand their credit unduly, there will be 
times when a halt will be called and a 
re-adjustment of affairs undertaken. 

This liquidation during the present 
century has occurred with some degree 
of regularity every fifteen or twenty 
years, and will probably continue to oc- 
cur periodically, until men become more 
conservative by nature than they have 
hitherto shown themselves to be. But 
those nations whose financial affairs are 
on the right basis have escaped in the 
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past, and in future will always escape 
with little disturbance of their legiti- 
mate business affairs and loss and dam- 
age to the general interests of their 
country. 

The panic was felt in all its fury in 
the United States, not quite to the ex- 
tent it was in Australia, it is true, but 
more so than in any nation or country 
of like commercial and financial impor- 
tance. 


EFFECT ON CANADA. 


What do we find to have been the ef- 
fect of the panic ‘on our neighbor, the 
Dominion of Canada? We find her 
moving on in the even tenor of her way, 
affected only indirectly, and that prin- 
cipally through her business relations 
with the United States. Business there 
during the year 1893 was very satisfac- 
tory in most lines. Her banks stood 
like a stone wall. All the excitement 
and distrust in the United States having 
no effect upon her financial institutions, 
there being only one bank failure in all 
Canada during the year 1893, and that 
was a small bank in Manitoba, which 
was caused entirely by bad, I might say 
reckless, management, and caused in no 
wise by the panic. 

Why this difference in the effect of a 
world wide panic upon two countries so 
near alike in natural resources and com- 
mercial surroundings? Why should our 
business interests be shaken from center 
to circumference, while those of Canada 
were only indirectly affected and that 
mostly through her relations with the 
United States? 

We find the answer in the currency 
and banking systems of the two coun- 
tries. Canada had no huge volume of 
silver circulation to maintain at par with 
gold. She finds ample use for her Do- 
minion notes in the banking system of 
thecountry. Her bank circulation ebbs 
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and flows exactly with the needs of her 
business and industrial interests. Her 
people were affected only so far as her 
exports to the United States were re- 
stricted by the prevailing depression 
here. 


CONDITIONS IN THE UNITED STATES. 


What were the conditions in the United 
States? Our bank circulation’ was a 
small item in our circulating medium 
and constantly decreasing. It was prac- 
tically without elasticity. Our govern- 
ment was trying to keep at par with gold, 
the coin certificates issued in payment 
of 4,500,000 ounces of silver per month, 
with practically no gold reserve. When 
it was decided to let about 300,000,000 
of legal tender treasury notes remain 
permanently in the circulation of the 
country, 100,000,000 of gold was con- 
sidered a proper reserve, and that 
amount was set apart to be held sacred 
for their redemption, and I date the in- 
ception of the panic in the United States 
from the day the secretary of the treas- 
ury included that reserve in his state- 
ment, as funds that could be used in the 
current business of the government and 
for redeeming silver and coin certifi- 
cates presented for exchange for gold. 

The legal tender and silver issues 
amounting to a total of nearly 1,000,- 
000,000 had the reserve behind it orig- 
inally intended for only 300,000,000. 
The world began to question the ability 
of our government to keep at par with 
gold its vast issues of fiat and silver 
money. The issue of coin certificates 
was constantly increasing while our 
small gold reserve gradually decreased. 

When the total amount of free gold in 
the treasury fell below 100,000,000, the 
danger line was passed and the panic 
was on.- Europe began to send home 
our securities held there. Gold ship- 
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ments increased. Distrust in the gov- 
ernment’s ability to keep all of its various 
issues at par with gold became wide- 
spread, and with it came a general loss 
of confidence, reflected in the heavy 
withdrawal of deposits from our banks, 
necessitating a calling of loans and re- 
duction of discount lines, thus adding 
fuel to the flame that was destroying the 
business interests of the country. Re 
gardless of the condition of our govern- 
ment finances, had our banking system 
and especially our bank note circulation 
been as perfect as it might have been, 
there need have been no damage to the 
manifold business interests of our 
country. 

The situation became sostrained that 
the President called congress together 
in extraordinary session to repeal the 
Sherman law. The repeal of this law 
had a quieting effect and a tendency to 
restore confidence, but while it stopped 
the further issue of coin certificates in 
payment for silver bullion, it did not re- 
duce the amount outstanding or increase 
the gold reserve held against it. The 
issue of sv,000,000 of bonds has proved 
only a temporary expedient as the gold 
reserve has again fallen below the Ioo,- 
000,000 mark. 


COINAGE OF THE SEIGNIORAGE, 


The strange idea that some of our 
representatives in congress have of the 
financial ability of our government is 
shown by the passage of an act by both 
houses of congress to coin the seignior- 
age on the bullion purchases’ under the 
Sherman law, thus adding still more to 
the burden resting upon our little gold 
reserve. You might as well talk about 
coining a vacuum, With a steady de- 
cline in the value of silver since the bul- 
lion purchases were made, the govern- 
ment has lost millions by its investment 
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in silver bullion, and any further issue 
would be just that amount of fiat money, 
and nothing else. Happily we have a 
President of sound financial principles, 
who is no part of a demagogue and has 
the firmness to stand for the right with- 
out fear or favor, who vetoed the meas- 
ure and thus saved the country untold 
disaster. 

Our government has learned from bit- 
ter experience the folly of further coin- 
age of silver at present ratio. Free 
coinage of silver at present ratio will 
never again be seriously entertained, 
unless in time tocome there should bea 
great decline in the production of that 
metal. Aninternational agreement may 
be entered into, in which case, it will be 
to coin silver and gold at a ratioin exact 
accord with their relative value in the 
markets of the world. Any further issue 
of silver or silver paper at present ratio, 
will put us upon a silver basis, some- 
thing that the most radical supporters of 
the white metal do not think to the in- 
terest of the country. 


GOLD, THE INTERNATIONAL MEDIUM. 


Gold is the medium of international 
commerce, not by any legislative enact 
ment, but by a process of natural selec 
tion. The commerce of the world is 
conducted by means of gold—not neces 
sarily with the actual gold, but with its 
representatives. In fact, very little ac- 
tual money is used, only the balances 
between nations being paid by the ac- 
tual shipment of the metal; the move- 
ment of gold generally being similar to 
the settlement of clearing house bal- 
ances. The average amount of balances 
settled in cash at the New York Clearing 
House during the last forty years has 
been about 4% per cent. of the total 
transactions. The actual amount of 
money used in the total business trans- 
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actions of the entire country is estimated 
at less than 8 per cent. 1 have seen no 
estimate of the balances actually paid in 
international commerce, but it cannot 
be any greater proportion. 

As long as the commercial world de- 


mands gold as the medium of inter- 


national commerce, so long must we 
keep our currency of every kind con- 
vertible into gold at the option of the 


A. J. 


holder. It is so now, but it is in the 
power of the secretary of the treasury 
by refusing to give gold in exchange for 


Mr. A, J. Rooks is cashier of the Fayette County 
Bank of Somerville, Tenn., and has been since its or- 
ganization nearly seven years ago. The bank has a 
capital of $50,000 and undivided profits of $20,000, and 
is noted as one of the most successful banking institu- 
tions in the South. Its almost unparalleled success 
has been due to its conservative and efficient manage- 
ment and is very gratifving to all interested in sound 
banking. Mr, Rooks 1s one of the younger generation 
of Southern bankers He was born in Drescen, 
Tenn., June 6, 1864, and is therefore, just 30 years 1d. 
He is a director and cashier of the Fayette Co. Bank; 
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silver or coin certificates, to put the 
country on a silver basis in the twink- 
ling of aneye. It is only because the 
executive officers of our government are 
believers in sound money, that we have 
not already dropped to a silver basis. 
BANK CIRCULATION RESPONDS TO DEMANDS 
OF BUSINESS. 

The more stable the currency of the 

country the less actual money is needed. 


Rvoks 


A bank circulation comes nearer meet- 
ing the demands of business than any 
mere government issue can possibly do. 


a director in the Bank of Collinsville, Tenn., and di- 
rector of the Continental National Bank of Memphis 

Mr. Rooks is a firm believer in spreading the gospel 
of sound finance and has been an active member of the 
Tennessee Bankers’ Association since its organization 
four years ago, and is a member of the Executive 
Council of that association. His paper on “ Bank Cir- 
culation’’ was read before the Tennessee Bankers’ As- 
sociation at its recent meeting on Lookout Mountain, 
Chattanooga, Tenn., and is a thorough presentation 
of that subject, which, in view of the bills now before 
Congress, is of special interest just now. 


‘ 
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The right kind of bank circulation re- 
sponds to the demands of business, 
while al) government issues depend upon 
the caprice of political parties and rise 
and fall without regard to the legitimate 
interests of the country. 

A bank circulation to fulfill the needs 
of the people should be absolutely safe, 
perfectly elastic, and always convertible; 
that is, there should be no question that 
every note issued will be redeemed on 
demand, that it should be so flexible as 
to always adapt itself exactly to the 
needs of commerce, and that it should 
at all times and under all combinations 
of circumstances be exchangeable for 
gold, the international medium. 

The present national bank circulation 
possesses the first and the last quality— 
but is, and has always been, sadly de- 
ficientin the second quality, that of elas- 
ticity. Undertaken as a war measure 


more important as a means of furnish- 
ing a market for bonds than as a bank- 
ing system, the elasticity of the circula- 
tion based upon the needs of the people 
from time to time was never for a mo- 


ment considered. It was intended and 
expected that the circulation should be 
profitable to the banks, and in order to 
prevent undue inflation of the currency, 
the aggregate amount of circulation was 
at first limited, but in a few years the 
advancing price of United States bonds 
rendered such a limit no longer neces- 
sary and it was removed. 

In 1875 the national bank circulation 
began to decrease and has steadily de- 
creased until] the present, with the ex- 
ception of spasmodic reactions, similar 
to that of last summer when the panic 
was at its height, which circulation was 
outstanding only a short time, as with 
returning confidence there came a sur- 
plus of funds and the banks promptly 
-retired the extra circulation. It is only 
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in times of such dire distress that the 
present system of national bank circula- 
tion shows the quality of elasticity to any 
degree. 

Elasticity in bank circulation should 
be so perfect as to respond to every 
legitimate demand of commerce, in- 
creasing with the increasing needs of 
business and decreasing when the de- 
mand for funds slackens, as promptly 
and correctly as a thermometer registers 
the degree of heat or cold. 


** PER CAPITA” CIRCULATION, 


A great amount of time and effort has 
been expended by demagogues and 
would be leaders of the people in dis- 
cussing fer capita circulation. ‘‘ Per 
capita” is their shibboleth, and they 
have drummed it into the heads of a 
worthy but misguided class of people, 
that all that is needed to make the 
country prosperous and inaugurate a 
reign of peace and plenty is to increase 
the circulation to $50 ‘* per capita.” I 
believe that is the ideal amount that 
most of these ‘‘walking delegates” and 
**we, the people” statesmen consider 
necessary to make millionaires of us all. 

It does not much matter tothem what 
kind of circulation it is so they get plenty 
of it. Instead of considering the actual 
amount of currency now in circulation, 
something in the neighborhood of $24 
‘* per capita,” they exclude all that forms 
the reserve of the immense credit cur- 
rency of our country, consisting of 
checks, drafts, bills of exchange, cer- 
tificates of deposit, etc., which amounts 
to more than nine-tenths of the entire 
circulation of the country and include 
only arough estimate of what is actually 
in the pockets of the people—an amount 
that they claim is only about $8 “per 
capita.” This for a basis, they would 
issue enough money, of whatever kind, 
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be it silver, treasury notes, or what not, 
to increase this ‘‘ per capita” to $50. 
How they would get this money into 
the hands of the people they are not 
agreed, most of them advocating that 
the government go into the banking 
business on a grand scale by loaning 
money on products, land, etc. 

Concerning this matter of ‘‘per 
capita” circulation, Hon. James H. 
Eckels, comptroller of the currency, in 
his last annual report says: ‘It is 
worthy of note and of serious consider- 
ation that at the very time the scarcity 
of currency for business purposes was 
at its height, the country’s volume of 
currency was increasing most rapidly, 
and the amount per capita was much 
larger than in any recent years.” 

It has never occurred to these wise- 
acres that the country needs more cur- 
rency at one time than another, not only 
in the same period of time covering 
several years possibly of prosperity or 
dullness of trade, but during each and 
every year itself. 


LACK OF ELASTICITY. 


Most of the large crops of this country 


are marketed in autumn and winter, 
and the ‘* moving of the crops ” demands 
a much larger amount of money than is 
necessary or desirable at other seasons 
of the year. The lack of the element of 
elasticity in our circulation invariably 
causes a scarcity of money during the 
seasons when most needed, and a super- 
abundance during the seasons of inac- 
tivity, causing alarmingly low interest 
rates which is conducive to speculation 
and when this money is again needed in 
the regular business chaanels of the 
country, it is probably found embarked 
in some speculative venture and cannot 
be had for its more legitimate use. This 
is not the fault of the banks or of the 
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speculators—but of our system of cur- 
rency. 


CIRCULATION WITH FIRST LIEN UPON 
SETS. 


AS- 


Several years ago d series of editorials 
appeared in the New York Daily Com- 
mercial Bulletin advocating a bank cir- 
culation secured by a first lien upon the 
assets of the banks. Whether a specie 
reserve, or safety fund tormed part of 
the proposed scheme, I do not now re- 
member, but the editorials commanded 
marked attention from students of 
finance throughout the country. By 
some it was considered novel and im- 
practicable, but those who had given 
the subject more attention knew that 
it was on this line that the banking sys- 
tem of the future was to be formed. 


SPECIE RESERVE AND SAFETY FUND. 


Another early advocate of this system 
was the Hon. John Jay Knox, ex-comp- 
troller of the currency, and at the time 
of his death, president of the National 
Bank of the Republic of New York and 
one of the leading financiers of the 
country. He advocated a system in 
which one-half of the circulation of each 
bank should be secured by a specie re- 
serve, the other half by a safety fund. 
He gave the subject much thought, and 
I have no doubt of the success of a sys- 
tem such as he proposed. 

The discussion of such a banking sys- 
tem has become general in our various 
bankers’ conventions and in the leading 
banking and financial periodicals of the 
country, and it has the warm support 
of some of our most experienced bank- 
ers and financiers. 

Several bills embodying this principle 
have been introduced in congress, nota- 
bly the Walker bill and others, gener- 
ally proposing an entirely new system, 
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but it seems to me that our present na- 
tional banking law could be amended so 
as not to require the deposit of bonds to 
secure circulation, but the keeping of a 
specie reserve of some ratio to amount 
of circulation outstanding and a safety 
fund formed of the amount of money 
already accumulated by the tax on na- 
tional banks, as a basis, and contributed 
to further by the banks in proportion to 
circulation issued. The tax could be 
graduated so that the larger circulation 
in proportion to capital a bank had out- 
standing the larger would be the amount 
of the tax. 

The present congress may not enact 
such a law, in fact there has been so 
much hue and cry against the banks, it 
may be some time before the dema- 
gogues are enough in the minority to 
enable the members who really have the 
interests of the country at heart to pass 
such a law, It is almost impossible to 
get congress to pass any act that would 
put the national banks in position to re- 
lieve the wants of the country by in- 
creasing their circulation. 

Ten years ago Hon. John Jay Knox, 
when comptroller of the currency, ad- 
vised amending the law by allowing the 
banks to increase their circulation to 
the par value of the bonds deposited and 
abolishing the tax on circulation which 
was Originally adopted as strictly a rev- 
enue measure, when the demands of the 
war were such that tribute was laid upon 
everything that could possibly be taxed, 
Such recommendations have been made 
time and time again, and a bill to that 
end has been introduced in probably 
every congress since, but it has never 
become a law. A prominent congress- 
man in a speech before a recent meeting 
of bankers said that the bill would re- 
ceive the support of about one congress- 
man out of four, such is their fear of the 
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effect the popular clamor against na- 
tional banks would have upon their 
chance of re-election did they vote for a 
measure so eminently just to the banks. 


STATE BANK CIRCULATION. 


Some of the very congressmen who 
are so much opposed to doing anything 
that will make the national banks of 
more service to the people, are trying to 
repeal the 10 per cent, tax on state bank 
circulation, which if accomplished, 
would flood the country with forty four 
different kinds of bank notes issued 
under the laws of as many different 
states—and while our bankers, financiers, 
and those who made a study of it might 
know which were good and which not, 
the large majority of the working peo- 
ple would not know the difference in 
the value of the various issues and 
would generally receive those lowest in 
the scale of security and convertibility. 

I have no doubt if the tax on state 
bank circulation were repealed but that 
some of our states would inaugurate as 
good a system of bank circulation as 
national banks now have or ever will 
have, but no sane man can believe that 
such would be the case in every one of 
the forty-four states of the Union. Fur- 
thermore, it would take a Philadelphia 
lawyer to keep up with changes that 
would be continually being made by 
forty four state legislatures, meeting 
every one or two years, affording every 
mushroom financier an opportunity to 
tamper with the bank circulation of the 
country. 

The general system of state bank cir- 
culation would get its reputation, not 
from the best state systems but from the 
worst. This was the case with the cir- 
culation of ante bellum state banks. We 
hear a great deal of talk about the 
‘“*Wild Cat” and ‘*Red Dog” bank 
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notes of that period, and large numbers 
of our people remember with regret 
their experience with that class of cur- 
rency, yet there were state banks that 
issued currency secured only by the 
general assets of the banks, that was re 
deemed on demand and every dollar 
was finally redeemed without a loss of a 
cent to the holders. Most of the New 
England banks were of this character. 
In the south, Louisiana stood out asthe 
banner state in ante-bellum bank sys- 
tems; in the west, notably the old state 
bank of Indiana, This was among the 
most successful banking enterprises of 
free banking days, and was really an 
aggregation of branch banks scattered 
over the state of Indiana, each having 
ils separate capital, stockholders and of- 
ficers, and each declaring dividends out 
of its own profits only, but each branch 
responsible for all the debts of every 
other branch. I expect you will agree 


with me in thinking this was carrying 
the safety fund system rather to an ex- 


treme. There was a central organiza- 
tion which did not do any banking busi- 
ness itself, but held quarterly meetings 
to look after the business of the various 
branches. At expiration of its charter 
the bank wound up its business, paid in 
fullevery obligation and retired from 
the field with honor to itself, its officers 
and directors, 


CONDITIONAL REPEAL, 


But some of the advocates of the re- 
peal of the 10 per cent. tax say; ‘It 
should be conditionally repealed, the 
national government removing the tax 
only on such notes as are secured in 
satisfactory manner by deposit of bonds 
or otherwise.” If the national govern- 
ment is to supervise the system, why not 
have the banks under national charters? 
Would it make the banks any more se- 
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cure or give them any better standing to 
operate under state charters? It might 
cause aciash of federal and state author- 
ity, and at any rate nothing whatever 
would be gained by the combination. 

Let our national government give us 
a system similar to our neighbors on the 
north, the Dominion of Canada, and we 
will find it more adapted to the needs of 
our people than any system we have as 
yet tried. 


THE CANADIAN BANKING SYSTEM. 


The Canadian banking system is a 
growth. Previous to confederation in 
1867, the banks issued notes to the 
amount of their paid up capital upon the 
deposit of government securities, just as 
our national banks do now. From this 
starting point as a basis, they have gone 
forward step by step until they have now 
probably the most perfect banking sys- 
tem in the world to-day, The first step 
was to make stockholders doubly liable 
and allow the issue of circulation to 
amount of paid-up capital without de- 
posit of securities. Bank charters are 
granted for only ten years, and the 
charters of all banks, except two, which 
operate under royal charter, expire at 
the same time, so the bank act is sub- 
ject to thorough discussion and revision 
every ten years. Inthe renewal of char- 
ters in 1880, the bank circulation was 
made a first lien on the assets of the 
bank including the double liability of 
the stockholders. This made the security 
back of the notes ample under all cir- 
cumstances. But in the renewal of 
charters in 1890, the banks were required 
to establish a safety fund amounting to 
5 per cent. of their circulation which 
guarantees their notes, and when this 
safety fund is impaired, the banks are 
again assessed at a rate of 1 per cent. 
per annum to maintain the fund intact. 
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The banks were also required to redeem 
their notes at par throughout the Do- 
minion. Monthly statements are re- 
quired by the government and are pub- 
lished in the daily papers throughout 
the Dominion. 

While the banks are allowed to issue 
notes to the amount of their paid-up 
capital, this has never been necessary, 
therefore it has never been done. The 
bank notes being subject to actual daily 
redemption and paid the same as checks, 
it is impossible to unduly inflate the 
currency. 

The chartered banks of Canada have 
a total paid up capital of $62,000,000, 
but the average amount of bank notes 
in circulation for the past twelve years 
has been as follows: 


$33,582,080 
33,283, 302 
39,449,409 
30,720,762 
31,939,499 
32,486,451 
32,205,257 
32,207,144 
32,834,510 
33,036,092 
33,788,678 
33,820,258 


There is no great variation in the cir- 
culation through a series of years, but 
there is plenty of room for expansion 
should the business of the country de- 
mand it. 

The fluctuations in the demand for 
money for the legitimate business of the 
country in Canada, as well as the United 
States, is greater in the different months 
of each year than the average for a 
series of years and the admirable 
feature of a perfectly elastic circulation 
is, that it adapts itself exactly to the de. 
mands of trade during each month or 
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season of the year. This is vividly il- 


lustrated in the following statement of 


CANADIAN BANK NOTE CIRCULATION. 


atend of each month for past three 
years. 


18qI. 1892. 1893. 
January. . ..$31,662,099 $32,705,400 $32,831,747 
February .. 31,925,749 32,711,013 32,978,840 
March 33,020,661 32;483,984 33,430,883 
April....... 30,904,096 31,496,369 32,633,073 
30,917,214 31,383,218 31,927,342 
31,379,886 32,614,699 33,483,413 
30,579,958 32,488,718 33,573,405 
32,012,196 32,646,187 33,308,967 
34,083,051 34,927,615 35,128,926 
37,182 768 38,688,429 36.906,941 
37,430,690 37.124,505 35,120,561 
35,634,129 36,194,025 34,418,936 


September . 
October.... 
November. . 
December. . 


The year 1891 shows a fluctuation 
from a minimum of 30,000,000 toa max- 
imum of 37,000,000; 1892 a minimum of 
31,000,000 to a maximum of 38,000,000; 
1893, minimum of about 32,000,000 to 
maximum of about 37,000,000, a differ- 
ence of nearly 20 per cent. in the re- 
quirements of the different seasons of 
the same year. 

A glance at these figures will show 
how admirably the right kind of circu- 
lation can adapt itseif to the require- 
ments of trade, and on the other hand, 
that it is utterly impossible tor a mere 
government issue to do so. 


AN ELASTIC CIRCULATION, 


One of the most admirable features 
attained by an elastic bank circulation 
is the equality of interest rates main- 
tained throughout the country. In the 
United States under our present system, 
interest rates vary from 3 or 4 percent. 
in Boston and New York for time paper 
to 12 to 20 per cent. in the west. In 
Canada the rate for first class -paper is 
about 6 per cent. throughout the Do- 
minion, there not being a variation of 
as much as 2 per cent. between the rate 
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paid by the strongest eastern borrower 
and the solvent farmer of the far north- 
west. This is in part attributable to 
the system of branch banks, but the 
elastic note circulation is also a strong 
factor in preventing a wide divergence 
in rates for the same class of paper, no 
matter in what section of the Dominion 
it is offered for discount. | 

Such an equality in interest rates 

wouid be worth countless millions to 
the people of our country and especially 
to those residing in the west and 
south. 
It would tend to restore prosperity and 
assist in the work of development of the 
sound business and industrial enter- 
prises of the country, and in doing so, 
it would counteract the feeling of un- 
rest that now seems to pervade the 
masses. 

The value of elasticity in circulation 
was shown last summer when during 
the height of the panic in this country 
the Canadian banks were not only able 
to take care of every customer and legiti- 
mate industry and enterprise in Canada, 
but had spare funds to rush into Boston, 
New York and Chicago to take advan- 
tage of the enormous interests and un- 
doubted security offered for money in 
those business centers. 

Having been an interested observer 
of the Canadian banking system for 
some years, I was particularly in- 
terested in the effect the panic had upon 
the banks and business interests of that 
country. Our own newspapers and 
periodicals have given little information 
on that subject, so I quote from corres- 
pondence with leading bankers and 
financiers of the Dominion, concerning 
the effect of the panic upon the com- 
mercial interests of the country and also 
relative to their banking system and 
bank note circulation. 
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WHAT LEADING CANADIAN FINANCIERS 
SAY. 

The men who stand at the throttle 
and guide the finances of the country 
are in position to speak authoritatively 
on the subject. The following state- 
ments have the weight of the highest 
authority. 

Mr. B. E. Walker, general manager of 
the Canadian Bank of Commerce, says: 

‘*While we suffered from the severe 
check applied to all inflated businesses 
by the enforced liquidation ali over the 
world, co-incident with and following 
the panic, no commercial borrower in 
Canada was in any way restricted dur- 
ing the panic, nor was there, apart from 
our connection with the United States, 
any financial disturbance whatever.” 

Mr. George Hague, general manager 
Merchants Bank of Canada, says: 

‘*The monetary panic of last year, 
which was so marked in the United 
States, passed over, I am happy to say, 
with very little effect on Canada, except 
during the few weeks of the most acute 
period, when our monetary intercourse 
with New York was somewhat dis- 
turbed ; otherwise the effect was not par- 
ticularly noticeable here. Only one bank 
in Canada suspended in 1893; in fact, 
that is the only bank which has suspended 
since 1887, and its suspension was not 
brought about by any of the circum- 
stances surrounding the financial situa- 
tion of last year, but was caused by mis- 
management of its affairs and want of 
confidence in it generally. It was a 
smali bank and local to Manitoba. Its 
suspension had very little effect there, 
and noneat all in the other Provinces of 
the Dominion. The circulation of the 
banks did not increase last year beyond 
the amount it usually does in the autumn 
of the year. I may say that the increase 
in our circulation at that period is caused 
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by advances made by the banks to move 
the grain crop; last year the expansion of 
circulation was not so large as it usually 
is, owing to the fact that the price of 
wheat being so low, it did not require 
so much money to handle the crop.” 

Mr. George Burn, general manager of 
the Bank of Ottawa, says: 

‘*The panic of 1893 did not affect 
Canadian banks or business interests to 
any serious extent. Our circulation is 
elastic because the bills are redeemed 
daily at redemption points, and by daily 
exchanges between banks. These ex- 
changes are settled for in the same way 
as the clearing houses settle in large 
cities. The provisions which guard our 
circulation are so onerous that we con- 
sider it as well protected and as good 
for every purpose as the circulating 


medium of the United States.” 
Mr. R. H. Bethune, general manager 
of the Dominion Bank, says: 


‘*The Canadian bank circulation is 
limited to the paid-up capital of each 
bank. All the assets of each bank are 
liable for the circulation, As a great 
many banks have very large capitals, 
they never circulate anything like what 
they have authority to do, so there is 
always plenty of room for expansion. A 
small bank in the northwest suspended 
payment last summer, but its assets were 
all locked up in real estate shortly after 
it was established, and it was not con- 
sidered at any time as having any 
strength. Its circulation was all paid 
up within a short time after its suspen- 
sion. Thegeneral condition of business 
in 1893 was very satisfactory, and had it 
not been for the threatened depreciation 
of the currency of the United States, 
there would have been no uneasiness here 
whatever, Banks now are in a very 
strong position and money is very easy.” 

Mr. W. B. Torrance, assistant cashier 
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Merchants Bank of Halifax, says:— 

‘*The panic of 1893 in the United 
States, did not make itself felt in the 
local business of our Canadian banks to 
any marked degree. One thing we ben- 
efitted by was the stiffening of rates, by 
which we were enabled to earn larger 
profits. Depositors never lost confidence, 
and were it not for the continued reports 
of disasters received from the United 
States, the year would have likely passed 
over without anything special to note in 
financial matters, in so far as Canada 
was concerned. 

‘*The business interests suffered more, 
but to no serious degree. Low prices 
for natural products, a falling market 
for stocks and investments, and the 
trade depression in your country nat- 
urally affected business interests here; 
but we were pleased to see our trade 
kept up as well as it did, in fact our ex. 
ports to Great Britain increased last 
year sufficiently to make up the reduced 
amount taken by the United States. 

“‘Canadian banks can circulate their 
own notes to an amount equal to their 
paid up capital. Forinstance this bank’s 
capital is $1,100,000 paid up. Wecan 
circulate our bills to a like amount. 
March the amount outstanding is usually 
at its lowest, possibly under $800,000, 
while during the busy season, in Octo- 
ber, it may reach close on the limit. 
This proves the elasticity of our system. 

‘* During 1893 there was no apprecia- 
ble increase in the total circulation of 
all our banks, when compared with pre- 
vious years, except such as the growth 
of the country would demand. The 
lowest point reached was in May, when 
the figures touched 32,000,000; the 
highest in October, 37,000,000. This 
change is only natural, as Canada is 
mainly an agricultural country. Cir 
culation is highest during the fall months 


In 
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when the farmer is marketing his grain. 
Even when the circulation was the high- 
est the banks had still authority, under 
their charters, to issue bills amounting 
tO 25,000,000 more than was then out. 
This will give you some idea ot what our 
banks can do toward helping to move 
the crops, in putting out money when 
there is a legitimate demand. 

** The safeguard to the circulation is 
the deposit with the government of 5 
per cent. on its average circulation by 
each bank. This amounts to close on 
$2,000,000. Besides this, the circula- 
tion, in case of a bank’s failure, becomes 
a first charge on its assets; this, prac- 
tically, guarantees the face value of all 
our bills to any holder. 

“Tt is universally admitted that the 
banking system of Canada is based upon 
the proper idea. This is even admitted 
by the best informed of your financial 
papers, What doesa government know 


as to a country’s money requirements? 
The banks are the proper ones to con- 


trol this matter. To whom do farmers, 
manufacturers and commission men go 
. when their business expands for money 
tohelp them meet the increase? Nat- 
urally totheir bankers, and who is bet- 
ter able to judge whether they should 
get it ornot than the banker, who has 
made a study of his customers and the 
requirements of his particular district?” 

Mr, Thomas Fyshe, cashier Bank of 
Nova Scotia, says: 

‘* The fluctuations in circulation are 
quite regular, being at its minimum in 
May and at its maximum in October, 
when business is most active and the 
crops are being moved. It accom- 
modates itself in the most perfect way 
to the needs of the country, so that the 
rate of interest is not raised by the extra 
demand for money which invariably 
arises in the fall. 
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** Each bank lodges with the govern- 
ment 5 percent. of its average circula- 
tion, for which it gets 3 per cent. in- 
terest. If this fund should at any time 
become impaired from having to redeem 
the notes of any bank which may have 
failed, it must be immediately re- 
plenished by the existing banks, so that 
the notes of each bank are secured by 
the whole assets of each and every other 
bank. They are, besides, a first lien on 
their assets and the notes of any failed 
banks begin to draw interest at 6 per 
cent. from the dateof failure. No more 
perfect circulation can be imagined. We 
have in it the means of preventing any 
possible money panic. 

‘** The panic of 1893 produced almost 
no effect in this country, excepting that 
it induced a good many of our banks 
who had any funds to spare to hasten 
them into New York, Boston or Chicago 
and take advantage of the big rates. 
But even in country districts through- 
out the length and breadth of the coun- 
try, legitimate borrowers did not find 
the rates raised on them. Our usual 
rate is 6 per cent. fluctuating usually 
from 5 to 7, but more according to 
quality of paper than value of money. 

**One bank (in Manitoba) failed in 
1893, but the causes of its failue had 
nothing whatever to do with the panic 
in the United States. Its failure had 
been long expected, and was due en 
tireiy to bad management. 

‘* The business of the country in 1893 
was simply normal, being about the 
same as several preceding years. It is 
now, I think, duller than usual and we 
expect this year to be rather a poorone. 
The depression in your country probably 
has something to do with this, but the 
low prices of agricultural products 
probably have a good deal more to do 
with it. 





422 


‘* The banks are compelled by law to 
make their notes redeemable at par 
throughout the Dominion. This is a 
very simple matter, the banks arranging 
with each other to redeem each other’s 
notes and forward them to some point 
agreed upon. 

‘* There can never be any question as 
to the security behind even the weakest 
bank’s notes, for they are virtually en- 
dorsed by every bank in the country, 
besides being secured by a safety fund, 
as well as being a first lien on the bank’s 
assets.” 

Hon. N. S. Garland, of the depart- 
ment of finance of the Dominion of Can- 
ada, says: 

“The banks in Canada showed no 
signs of being affected by the panic else- 
where, as will be shown by the average 
rate of bank notes in circulation. 

‘*We cannot say that we have had 
here anything more thana dull business 
season. Prices of wheat and flour were 
low and farmers in the northwest com- 
plained, but J was sent out there last 
October by the government and I found 
those who were loudest in their com- 
plaints living in first class style. 

‘*The year 1893 shows the highest 
average bank note circulation of any 
year in our country’s history, although 
for certain months in other years the 
circulation ran higher, but it kept won- 
derfully steady during 1893. 

‘* The Canadian system adapts itself 
to the needs of the country, expands 
and contracts as desired by the country’s 
trade and commerce, and no effort has 
to be made to supply the demand for 
money to do a legitimate business. 

**Money never tightened. The only 
feature noticeable was a greater care on 
the part of bank managers to look into 
the nature of the security offered.” 


TRADE CONDITIONS IN CANADA AND 


UNITED STATES ALIKE. 


From these expressions, you see how 
well the Canadian system is adapted to 
the commerce and business of the Do- 
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minion of Canada. Why should not a 
similar system be equally well adapted 
to the United States? The two coun- 
tries are alike in physical and trade con- 
ditions, each covers a vast extent of ter- 
ritory, containing sections with varying 
interests and conditions of business. 
Both are chiefly agricultural communi- 
ties, whose principal exports are pro- 
ducts of the soil, the prices of which are 
not made by ourselves, but are fixed in 
the markets of the world. 

Liverpool, by the inflexible laws of 
trade, fixes the price of our cotton. 
Mark Lane, of our grain. Both are paid 
for in terms of gold, and that the farmer, 


bythe sweat of whose brow these pro- 
ducts are grown for export, be not 
cheated in the transaction, he should re- 
ceive a currency always and under all 
circumstances at par with gold, This 
can be done by economizing the use of 
gold by the issue of a bank circulation 
such as I have described, and to thisend 
is the tendency of the times. 

It took Canada a quarter of a century 
to progress from a bank circulation se- 
cured by bonds similar to that of our 
national banks, to her present system, 
which is almost the ideal of what a bank 
circulation should be. 

It may take us as long, but it is to be 
hoped that our solons in congress may 
lay aside all prejudice against banks and 
bank circulation and give the country 
such a system. It will not inflate the 
currency; it will not make us all rich; 
it will not cause a fictitious rise in prices; 
it will not aid speculation, it will give 
no man a dollar without an honest re- 
turn for it, but it will respond to the 
business of the whole country with ex- 
actly the amount of circulation de- 
manded by healthy trade and always 
maintain the proper ratio automatically. 
No deserving industry or enterprise will 
go without necessary assistance. Interest 
rates will be nearly uniform. There will 
be no tight money markets, and in fu- 
ture, when the financial world is storm 
swept, we will be free from another such 
experience as the panic of 1893. 
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FINANCIAL PANICS. 


An enlightened and industrious peo- 
ple of a country rich in natural resour- 
ces, who, possessed of wholesome and 
adequate laws, a sound and sufficient 
money, whose energies are directed to 
legitimate pursuits, will, in the natural 
order of things, be found prosperous 
and contented. This may be consid- 
ered the normal condition of the busi- 
ness world, a condition, however, that 
is most delicately poised, for so suscep- 
tible is it to influence, that a change in 
any one of its contributory elements will 
result in its rapid decline, if not ulti- 
mate destruction, and in its stead de- 
pression and distress prevail. 

So peculiar have been the operation 
of the forces controlling trade and com- 
merce that the progress and develop- 
ment of every country seem to have 


been marked by eras of prosperity and 
depression, the one wave following the 


other with remarkable certainty and 
much regularity. Fortunately, the great- 
er number of these periods of depres- 
sion witnessed nothing worse than a 
minor disturbance of business affairs, 
with a possible curtailment of indus- 
tries and shrinkage of values, it being 
the relative few of such epochs that de- 
veloped a crisis with that paralysis of all 
interest which the panic breeds. 

The causes ascribed for these periods 
of commercial low ebb have been no less 
variable than have been the results in 
extent and intensity, and while the 
causes are thought to be understood, 
human ingenuity has seemed insufficient 
to prevent them. Born of human er- 
rors, they seem to develop in much the 
same manner that disease of the body 
follows a continued disregard of nature’s 
laws. 


It appears that the present century 
has experienced no less than six general 
financial upheavals that assumed the 
panicky form, disregarding a number of 
minor flurries. While all these events 
were widespread in dimension, and de- 
vastating in effect, yet it is accounted 
that the panic of 1893 covered a broader 
area, affected more people, more di- 
verse industries, was more prolonged, 
more destructive, and developed more 
extraordinary events than any hereto- 
fore experienced. It would be expected 
that occurrences so far reaching and 
destructive in effect, emanate 
from proportionately broad and aggra- 
vated causes; and consistently with 
that theory, financial legislation, specu- 
lation, collapse of large commercial 
houses, the tariff, failure of national en- 
terprises, and similar elements have 
been charged with responsibility for the 
disturbance. While each event has had 
ascribed specific causes, usually dis- 
tinctive, and oft times entirely new, yet 
may it not be said that these causes 
were but remote or primary, merely op- 
erating according to their nature to 
hasten or retard the crisis, with a direct 
responsibility for no more serious re- 
sults than a commercial depression or a 
money stringency, as the case might be, 
and that as a fact, the inception and 
existence of every panic can be said to 
be due to one and the same cause,— 
distrust. It seems to be the general 
opinion that the one thing only neces- 
sary to arrest the march of a panic or 
secure return of normal conditions, is 
the restoration of confidence, and upon 
the well-settled proposition that our 
entire commercial superstructure is 
founded upon that element, it would 


must 
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seem to follow that the incoming of the 
panic begins with the outgoing of con- 
fidence. Whatever may be the causes 
underlying these periods of depression, 
or commercial disturbances, they do 
not, in themselves, necessarily produce 
the panic, That condition develops as 
a secondary stage of the disease, and is 
a mental, rather than a physical con- 
dition, — the outgrowth of emotion 
rather than fact. 

It is not so much in such times 
more more money is needed as more 
confidence. That the recent disturbance 
was due to any insufficiency of money 
does not appear, but, to the contrary, 
it has been said that the country gener- 
ally was never stronger financially or its 
commercial interests in a more healthy 
condition than previous to the crisis of 
last year, which statement would seem 
strongly substantiated by the returns of 
the Census Bureau, by which it appears 
that the wealth of the United States for 
the previous decade increased at the 
rate of nearly one billion, nine hundred 
million of dollars per annum, represent- 
ing, we are told, nearly one third of the 
material accumulations of the entire 
world. During the same period there 
was increase of our money circulation of 
more than four hundred and fifty mil- 
lions, value of manufactured products of 
over two billions; the number of hands 
employed increased nearly a million, 
who received in 1890 over seven hundred 
millions more in wages than was paid in 
1880. Consider this, with the further 
information that the per capita of 
our national debt appears as but seven- 
teen and six-tenths per cent. of the 
smallest of the other principal coun- 
tries and less than six per cent. of the 
debt of France, which stands as the 
largest. 

If proof was really necessary, have 
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we not in this sufficient evidence of the 
stability and enduring financial strength 
of the United States and the ability of 
the government to protect its obliga- 
tions and maintain its credit? While it 
is undoubtedly true that the laws con- 
trolling the financial policy of the gov- 
ernment have been unwise, and unre- 
paired, would have been fruitful of il! 
results, yet, whilst it was meeting every 
obligation, and with the resources of the 
nation at its command, and a commer- 
mercial credit unsurpassed by any coun- 
try in the world, was not the distrust of 
its currency manifest by the unusual 
presentation of treasury notes and the 
withdrawal of gold, through fear of the 
government’s ability to maintain its 
credit, morea matter of sentiment than 
a justification of the facts? Was not the 
mad rush of depositors upon banks for 
the payment of their balances and the 
continued withdrawal by others, possibly 
less frantic, from those institutions that 
had stood the embodiment of unques- 
tioned soundness and honesty, actuated 
wholly by asense of fear, against the fact 
that those institutions held assets abun- 
dantly more than sufficient to have paid 
every depositor in the usual course of 
business? Upon no subject does the 
pessimist and alarmist appear more pos- 
itive and assiduous, or capable of great- 
er harm than upon finance, and the dire 
effects of emotion rather than reason 
governing the affairs of men are no 
more forcibly exhibited than during a 
financial panic. It is, however, to the 
credit and praise of the inteliigence of 
the American people that a material part 
of them proved superior to such infec- 
tion. In our previous financial dis- 
tresses, the burdens centered particu- 
larly against the merchandising and 
manufacturing interests, or the railroad 
and industrial enterprises, and these, in 
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many instances, of mere sectional ex- 
tent; but inthe panic of 1893, scarce a 
single interest of trade, commerce or in- 
dustry, in any single spot of the business 
world, escaped its destructive force. It 
appears that the initial manifestation in 
this event was distrust of our currency. 
The Silver Purchase Act operating to a 
decrease of the gold reserve, gave rise 
to the question in the minds of not only 
our own people, but those of other coun- 
tries of the government’s ability to main- 
iain a gold basis. The foreign investor 
first took fright, and not only discon- 
tinued his patronage in our securities, 
but sent back to us in large quantities 
those already held, for payment in gold, 
through fear of being compelled in the 
future to accept settlement in a depre- 
ciated money. Contagious alarm rap- 
idly spread, and the institutions holding 
the capital of trade and the savings ot 
the masses were besieged by fear stricken 


depositors demanding their balances, 
and so general and continuous were 
those unreasonable acts, that before the 
fever subsided, the enormous sum of ap- 
proximately $450,000, 000 had been with- 
drawn, not to meet existing necessities, 
nor for investment, but to be secreted 


and lie in idleness. To replenish this 
depletion of their reserves, and to fur- 
ther fortify themselves, the banks, in 
turn, were obliged to convert available 
assets to cash, thus withdrawing from 
trade and commerce much of the money 
necessary to their operation, Whilst 
the withdrawal from use of the large 
sum of money that went into hiding 
during the prevalence of the panic tes- 
tifies to the wealth and wonderful re- 
sources of the country, yet it is regret- 
ably said that these resources, great as 
they were, proved inadequate to avert 
serious results to the commercial, man- 
ufacturing and industrial interests so 
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generally prostrated, through the pre- 
cipitous action of a distrustful people. 

Consequently, many excellent and 
worthy institutions, whose credit had 
been their pride, and that under ordin- 
ary circumstances would be perfectly 
solvent, were forced to either suspend 
temporarily or declare their insolvency. 
But to the credit of American pluck 
and determination, and the recuperative 
powers of the country, many of these 
institutions rapidly resumed. 

Of all the interests touched by the 
whirlwind of the year, the banks un- 
doubtedly received the greatest force 
of the storm, and it was probably the 
severest test to which they have been 
subjected in modern times. Althougha 
bank, in its debtor capacity, as custo- 
dian of deposits whose ownership is 
spread over a wide area, receives the 
effect of any financial or commercial dis- 
turbance in an accumulative force, yet 
the structure of the experienced, conser- 
vative builder, erected. of honest and 
well-tested materials,stands as a bulwark 
unshaken by such forces. It is only the 
cyclone in the form of a panic,—a fright- 
ened and dis rustful people—that causes 
disaster and ruin, Of the banks that 
went down during the year, some col- 
lapsed probably through innate weak- 
ness, but in the greater number of cases 
the suspensions were found to have been 
without the fault of the management, as 
was attested by the early resumption of 
very many of those institutions. Ordin- 
arily, in times of which I speak, the mer- 
chant, the manufacturer, and I may say 
all corporations or individuals engaged 
in business excepting the banks, have no 
other demand on their resources than 
the protection of their respective credit, 
but the banks were not only subjected 
to the demands of their creditors, but 
were besieged and importuned by these 
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same merchants and manufacturers for 
funds with which to protect their 
obligations, and it has been justly ac- 
credited to the banks that the prompt 
and liberal consideration accorded 
these applications for assistance saved 
many institutions and industries from 
ruin, and contributed in an inestimable 
degree to the prevention of a general 
financial wreck. 

In a resume of the events of the year, 


the honorable comptroller of the cur- 
rency considerately said: 

“‘The fact most deserving of com- 
ment is not that so many banks closed 
their doors, but that so many were 
able to continue in operation. No 
stronger evidence can be had of the hon- 
esty, conservatism and ability of those 
active in the management of the banks 
than the comparative few failures which 
have occurred, and no greater tribute 
can be paid to the principles upon which 
the system, as a whole, is based and ad- 
ministered.” 

While, as I have said, the distresses of 
the past year were visited upon all partsof 
the country, yet it was noticeable that 
some sections and distinctive localities 
suffered very much more than others. 
This would seem to be reasonably at- 
tributable to conditions peculiar to those 
sections. The character and habits of 
the people and the wealth and resources 
of the community would be recognized 
as prominent factors that would operate 
to control the effect of a commercial dis- 
turbance. In acomparison along this 
line. under a geographical division of 
the country, have we not occasion for a 
slight manifestation of pride for the 
manner in which our own state (Ar- 
kansas) passed through the siege? 
While the southern states stand charged 
with eighty-five failures and suspensions 
of banking institutions, with liabilities 
of $20,500,000, yet Arkansas, with its 
eighty-nine banks, representing about 
$5,000,000 of capital, and holding an 
average of $6,500,000 deposits, suffered 
I believe, not a single failure or sus- 
pension that was attributable to the un- 
usual experiences encountered. This 
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happy result was not due to any su- 
perior skill of the Arkansas banker, but 
rather would it be traceable to the pre- 
existing conservative methods employed, 
under which the resources of the banks 
were kept untainted of speculation, to 
the richness of the natural resources of 
the state, and the all important, consis- 
tent and even temperament of its people. 

Shall we profit by the recent season 
of financial disturbance? Will the les 


sors taught be sufficient to prevent their 
re-occurrence in the future? Consider- 
ing the question by study of history, 
where we learn of the recurrence of sim- 
ilar events, there would seem but little 
ground forsuch hope. But with prog- 
ress comes new ideas. Methods and 
morals of peoplechange. The weaknesses 
developed in the present generation of 
people may not be manifest in succeed 
ing ones. Experience is certainly a 
severe teacher, and should be an effec- 
tual one. History is fruitful of object 
lessons, and the opportunities for im- 
provement and profit are ever present 
by the conscientious study of ex- 
periences there recorded. It isapparent 
to all thoughtful observers that the 
primary cause of our recent monetary 
distresses was due to ill advised and ill 
adapted legislation. Whenever a na- 
tion's laws are manifestly destructive ot 
the prosperity of its people, it is evident 
that such laws are at variance with nat 
ural economic principles. With financial 
legislation divorced from politics, the 
enactment of laws founded upon well 
known fundamental principles, laws 
that shall be conservative and unselfish 
of individual profit, or aggrandisement 
of any political -party, that shall be 
shaped with an honest regard for the 
public good, and with industry, frugal- 
ity and honesty on the part of the peo- 
ple, whose affairs shall be controlled by 
reason and moderation, rather than 
emotion and passion, financial panics 
may be known only to history. 
F. H. Heap, 

Fourth Convention Arkansas Bankers 
Association, Little Rock, Ark., April 
19th and 2oth, 1894. 
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ALTHOUGH THE STATE SUPREME COURT HAS DECIDED 


The experiences thevdisclose are likewise worthy the careful attention and study of the merchant, 
the depositor, and the bank student seeking advancement. 


Furtherinformation regarding any case published 


BANK SHARES IN OHIO. 


THAT THE TAX LAWS OF OHIO 


DO NOT AUTHORIZE NATIONAL BANK SHAREHOLDERS TO DEDUCT BONA-FIDE DEBTS 


FROM THE TAXABLE VALUE OF THEIR SHARES, THE 
ENTITLED TO THE DEDUCTION AND WILL ENJOIN 


TION IS NOT PERMITTED. 


FEDERAL COURT HOLDS THEM 
TAXATION WHERE SUCH DEDUC- 


REASONS OF THE DECISION FULLY SET FORTH IN THE ¢ OURT’S OPINION, 


Mercantile National Bank of Cleveland Vv. Shields, County Treasurer, U. S. Circuit 
Court, N. D. Ohio, ED. January 3, 1894. 


1. The laws of Ohio, as construed by its lighest 
courts failto give to shareholders of national banks, 
the right to deduct from the value of their shares of 
stock, their bona-fide debts. That right is given to 
individual citizens in the state who have moneyed 
capital otherwise invested. The Ohio laws therefore 
discriminate against the holders of such bank stock, 
and conflict with the laws of congress, and such hold- 
ers are entitled to protect, by injunction, their right of 
deduction. 

2. Non-resident shareholders of national banks in 
Ohi are entitled to the same exemptions and deduc- 
tions, as against the value of their shares of stock, in 
ascertaining the taxes due from them, as resident 
shareholders. 


The Mercantile National Bank of 
Cleveland filed a bill on behalf of its 
shareholders asking for a permanent in 
junction against the county treasurer 
restraining him from collecting taxes 
levied thereon, alleging such taxes ille- 
gal and void because imposed in direct 
violation of section 5219 of the U.S. 
Revised Statutes which provides that 
taxes imposed upon shares of national 
banks ‘shall not be at a greater rate 
than is assessed upon other moneyed 
capital in the hands of individual citi- 
zens of such states ”’ 

It was averred that a large amount of 
the moneyed capital in the hands of in- 
dividual citizens of the state, invested 
in promissory notes and other obliga- 
tions and securities is by provision of 
section 2730 of the Revised Statutes of 


Ohio (allowing a deduction of legal 
bona fide debts, to be made from ‘‘cred- 
its’’) expressly exempted from taxation 
thereby making an unlawful discrimin- 
ation against moneyed capital invested 
in national bank shares, as to which no 
exemption or deduction is provided for 
by the laws of Ohio, 

The complaining bank averred that in 
a prior suit pending in this court be- 
tween Whitbeck, as treasurer, and com- 
plainant, the issues now made were 
heard and adjudicated, and a decree en- 
tered perpetually enjoining the treasurer 
from collecting the tax then assessed, 
in which decree the right of shareholders 
to deduct, as claimed, was recognized 
and enforced. The complainant ten- 
dered the amount it claimed to be due, 
and asked an injunction to restrain col- 
lection of the further amount put on the 
duplicate, The treasurer demurred, and 
the court overrules the demurrer in the 
following opinion: 


Ricks, District Judge. The defend- 
ant relies upon a recent decision of the 
supreme court of Ohio, of Wiles v. Shaw 
50 Ohio St. —, as justifying the county 
authorities in refusing to allow share- 
holders of national banks in the city of 
Cleveland to deduct from the value of 
their shares as fixed for taxation their 
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bona-fide indebtedness. The syllabus 
of the Ohio decision reads as follows: 


‘* Our tax laws do not authorize the deduction 
from the value of shares in a national bank en- 
tered upon the duplicate for taxation, of legal, 
bona-fide debts owing by the holders of such 
shares of stock."’* 


It is contended that this construction 
of an Ohio statute relating to the levy- 
ing and collecting of state taxes by the 
highest judicial tribunal of the state is 
controlling upon the federal courts. 
This proposition would unquestionably 
be true if the only question for consid- 
eration was the application or enforce- 
ment of such state statute. If nothing 
more were here involved, we would feel 
controlled by the construction of the 
Ohio statute as given by its highest 
court. And such construction is not 
questioned. Indeed, the supreme court 
of the United States, in the case of 
Whitbeck v. Bank, 127 U. S. 193, in 
affirming the decree of this court in a 
similar suit, seeking the same relief now 
prayed for, approved the finding of this 
court that: 


‘* The laws of Ohio make no provision for the 
deduction of bona-fide indebtedness of any 
shareholder upon the shares of his stock, and 
provide no means by which said deduction can 
be secured.” 


It is for the very reason that the laws 
of Ohio fail to provide for such right to 
the shareholders of national banks that 
the jurisdiction of this court attaches, 
and enables it to give the relief for 
which the complainant prays. The!laws 
of Ohio, as construed by its highest 
courts, fail to give to shareholders of 
national banks the right to deduct from 
the value of their shares of stock their 
bona fide debts. That right is given to 
individual citizens in the state who have 
moneyed capital otherwise invested. 
These laws, therefore, discriminate 


*The.court, in that case, said ‘‘ We are of opinion 
that shares of stock in a national bank are, within the 
meaning of sections 2730, 2731 Ohio Rev. St. ‘invest- 
ments in stocks’ not ‘ credits,’ and that in determining 
the amount to be charged on the duplicate for taxation 
against a stockholder in a national bank, bona fide 
debts owing by such stockholder cannot be deducted 
from the value of his shares.”’ 
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against the holders of such bank stock, 
and conflict with the laws of congress 
The contention that there is such a con 
flict, and that the laws of the United 
States on this subject are paramount 
and must prevail, presents the federa 
question conferring jurisdiction upor 


the court in this case, which is a contro 
versy between citizens of the same state 
not otherwise cognizable in this court. 
Section 5219 of the Revised Statutes oi 
the United States provides as follows: 


‘* Nothing herein shall prevent all the shares 
of any association from being included in the 
valuation of personal property of the owner or 
holder of such shares in assessing taxes imposed 
by authority of the state in which the associa 
tion is located; but the legislature of each state 
may determine and direct the manner and place 
of taxing all the shares of national banking as- 
sociations located within the state, subject only 
to the two restrictions, that the taxation shal! 
not be at a greater rate than is assessed upon 
other moneyed capital in the hands of the indi- 
vidual citizens of such state, and that the shares 
of any national banking association owned by 
non-residents of any state shall be taxed in the 
city or town where the bank is located and not 
elsewhere. Nothing herein shall be construed 
to exempt the real property of associations from 
either state, county, or municipal taxes to the 
same extent according to its value as other real 
property is taxed.” 


That the foregoing provision was 
necessary to authorize the states to im- 
pose any tax whatever upon national 
bank shares is abundantly established 
by the cases of McCulloch v. Stage, 4 
Wheat. 316; Osborn v. Bank, 9 Wheat. 
758; People v. Weaver, 100 U. S. §39 In 
the latter case, Mr. Justice Miller, in de- 
livering the opinion of the court, said: 


‘* As congress was conferring a power on the 
states which they would not otherwise have had 
to tax these shares, it undertook to impose a re- 
striction on the exercise of that power, manifest- 
lv designed to prevent taxation which should 
discriminate against this class of property as 
compared with other moneyed capital. In per- 
mitting the states totaxthese shares it was fore- 
seen—the cases we have cited from our former 
decisions show too clearly—that the state au- 
thorities might be disposed to tax capital invest- 
ed in these banks oppressively. This might 
have been prevented by fixing a precise limit in 
amount, but congress, with due regard to the 
dignity of the states, and with a desire to inter- 
fere only so far as was necessary to protect the 
banks from anything beyond their equal share 
of public burdens, said: ‘ You may tax the real 
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estate of banks as other real estate is taxed 
and you n.ay tax the shares of the bank, as the 
personal property of the owner, to the same ex- 
tent you tax other moneyed capital invested in 
your state.’ It was conceived that, by this qual- 
ification of the power of taxation, equality would 
be secured and injustice prevented.” 


It is therefore clear that congress in- 
tended that the holders of shares in na- 
tional banks should not be discrimin- 
ated against by state tax laws. 

Do the tax laws of Ohio, as construed 
and enforced, result in such discrimina 
tion? They certainly do if the citizens 
of that state are allowed to deduct,from 
‘‘other moneyed capital” in their hands, 
their bona fide debts, and pay tax only 
on the balance so ascertained. It is 
earnestly contended by counsel for the 
defendant that ‘‘ moneyed capital” in 
Ohio is not so favored, It is insisted 
that shares in railroads,in manufacturing 
corporations, and in insurance com- 
panies are moneyed capital, and that the 
iolders thereof are not allowed to deduct 
from the money value of such stock, their 
bona-fide debts. It is important, there- 
fore, to determine what is ‘* moneyed 
capital,” within the meaning of the 
United States statute, for it must be 
conceded that it is the construction of 
a federal statute by the federal courts 
which must control in this contention 
Happily, we need not be confused as to 
the meaning of these terms in the stat- 
ute. Mr. Justice Matthews, in his usual 
luminous and forceful statement of the 
law in the case of Mercantile Bank v. 
City of New York, 121 U.S. 138, says 
that though a railroad company, a min- 
ing company, an insurance company, or 
any other corporation of that descrip 
tion. may have a large part of its capi- 
tal invested in securities payable in 
money, and so may be the owners of 
moneyed capital, yet the shares of stock 
in such companies held by individuals 
are not moneyed capital, because the 
operations in which such money so in- 
vested in such companies is employed is 
not the business of loaning money for 
hire, or of discounting bills of exchange, 
or receiving deposits payable on demand, 
etc. It is where money is used in such 
a manner that it becomes moneyed cap- 
ital, within the meaning of the laws of 
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the United States, for it then becomes 
capital invested in a business competing 
with national banks, and it is the duty 
and policy of congress to protect the 
business and capital of the latter against 
unjust discrimination. A share in a 
bank would, therefore, be moneyed cap- 
ital, while a share in a railroad or 


a mining or manufacturing company 
Therefore, the learned jus- 


would not, 
tice said: 


‘* The terms of the act of congress, therefore, 
include shares of stock, or other interests owned 
by individuals, in all enterprises in which the 
capital employed in carrying on its business is 
money, where the object of the business is the 
making of profit by its uses. The moneyed 
capital thus employed is invested for that pur- 
pose in securities by way of loan, discount or 
otherwise, which are from time to time, accord- 
ing tothe rules of business, reduced again to 
money and reinvested. It includes money in 
the hands of individuals emploved in a similar 
way, invested in loans or in securities for the 
payment of money, either as an investment of 
a permanent character, or temporarily, with a 
view to sale, or repayment and reinvestment. 
In this way the moneyed capital in the hands of 
individuals is distinguished from what isknown 
generally as ‘ personal property.’”’ 


With the above definition of what is 
meant by ‘‘ moneyed capital,” it is evi- 
dent that, under the tax laws of Ohio, 
that kind of money and capital has ex- 
emptions and privileges over and above 
moneyed capital invested in national 
bank shares, 

Money and capital employed in the 
manner stated in the case above cited, 
in the hands of individual citizens of 
Ohio, is not fully taxed when the owner 
is allowed to deduct therefrom his bona- 
fide debts. Such deductions are made 
and allowed by the laws of Ohio. Such 
deductions are not allowed to holders cf 
national bank shares. It was found by 
the supreme court of the United States 
in the case of Waitbeck v. Bank, hereto- 
fore cited, that under the laws of Ohio, 
‘*an owner of moneyed capital other 
than shares in a national bank has a de- 
duction equal to his bona fide indebted- 
ness made from the amount of the as- 
sessment of the value of such moneyed 
capital.” It is therefore a discrimina 
tion against owners of shares of national 
banks in Ohio, which is prohibited by 
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the laws of the United States. It fol- 
lows, therefore, that the complainant is 
entitled to the relief prayed for, as to 
all the shareholders set forth in its bill. 
Having reached this conclusion it be- 
comes unnecessary to consider the sev- 
eral averments of the bill which claim 
relief upon the ground that the same 
issue has been heretofore adjudicated 
between these same parties, and that the 
action of the county auditor in subse- 
quently adding to the tax duplicate the 
deductions and set-offs theretofore al- 
lowed the shareholders of the bank was 
illegal and inequitable. The further 
question presented is whether non resi- 
dent shareholders of national bank shares 
are entitled to the same deduction of 
bona-fide debts allowed resident share- 
holders. The act of congress granting 
to the several states the right and power 
to tax national bank shares provides 
that the tax shall be assessed at the 
place where the bank is located. This 
compels non-resident shareholders to 


pay on their shares the tax imposed in 
the state, county, and city where the 


bank is located. He cannot choose the 
place of his residence as fixing the rate 
of his tax upon his bank shares. He 
must pay the rate fixed at the place 
where the bank is located. He ought, 
therefore, to be allowed to pay that tax 
upon the same conditions, and subject 
to the same deductions, allowed to resi- 
dent shareholders. This is simple jus- 
tice. Article 14 of the Constitution of 
the United States, extends equality of 
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protection to all its citizens by the pro- 
vision that the states shall ‘‘ not deny to 
any person the equal protection of the 
laws.” Section 2, art. 4, further pro- 
vides that ‘‘the citizens of each state 
shall be entitled to all the privileges and 
immunities of citizens of the several 
states.”” In Ward v. Maryland, 12 Wall. 
418, the supreme court of the United 
States, in defining the *‘ privileges” and 
‘‘immunities” secured by the above 
provision of the Constitution, says: 


‘* It will be safe to say that the clause plainly 
and unmistakably secures and protects the right 
of anycitizen of one state * * * to be exempt 
from any higher rate of taxation or excises 
than are imposed by the state upon its own citi- 


zens. 


It seems plain, therefore, from these 
constitutional provisions, and the inter- 
pretations put upon them by the su- 
preme court of the United States, that 
nonresident shareholders of national 
hanks are entitled to the sane exemp 
tions and deductions, as against the 
value of their shares of stock, in ascer- 
taining the taxes due from them, that 
are granted to resident shareholders, 
and that, if the latter show a case of 
discrimination against them by the state 
which entitles them to relief in this 
court, nonresident shareholders in the 
same bank, who have taken the same 
necessary measures to protect their right 
of deduction, will be entitled to the 
same relief. A decree may be prepared 
accordingly. 





LEGAL DECISIONS. 


NATIONAL BANK HOLDING STOCK IN CORPORATION, 


LIABLE AS A STOCKHOLDER FOR DEBTS IN THE ABSENCE OF STATUTE EXPRESSLY PRO- 


HIBITING 


Kennedy v. California Savings Bank, et al. 


IL, 


Where a national bank holds -stock in a sav- 
ings bank, and receives dividends thereon, it is es- 
topped. in an action against it to enforce its liability 
as such stockholder to a depositor in the savings bank, 
from claiming that it is ultra vires for it to hold such 
stock, in the absence of a statute expressly prohibiting 
it. 

Action by one Kennedy against the 
California Savings Bank, the California 
Nat'l. Bank,and others,to recover money 
deposited by plaintiff in such savings 
bank, of which the other defendants are 
stockholders. From a judgment for 
plaintiff, defendant California National 
Bank appeals. Affirmed. 


Harrison, J. During the year 1891 
the plaintiff deposited with the Califor- 


nia Savings Bank, one of the defend- 


ants herein, different sums of money 
for which the said defendant issued to 
him its several certificates of deposit, 
amounting, in the aggregate, to $45.- 
ooo. Onthe 12th of November, 18691, 
the plaintiff demanded of the savings 
bank payment of the amount of said 
certificates, and, upon its_ refusal, 
brought this action, making the other 
defendants parties to the action, for the 
purpose of recovering from them their 
proportion of said indebtedness as stock- 
holdersin the California Savings Bank. 
Judgment was recovered against the 
savings bank for the full amount of the 
claim, and against the other defendants 
for their respective proportions thereof, 
as such stockholders. 

The California National Bank, one of 
the defendants, has appealed upon the 
ground that, by virtue of the statutes 
under which it is organized, it had no 
power to become a stockholder in an- 
other corporation, and that its act in be- 
coming such stockholder is so far ultra 
vires that it cannot be made liable for 
any portion of the indebtedness of the 
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Supreme Court of California, March 


1894. 


corporation. The California Savings 
Bank was organized January 13, 1890. 
September Io, 1890, 990 shares of its 
capital stock were issued to J. W. Col- 
lins, cashier of the California National 
Bank, and on January 2, 1891, the certi- 
cates representing these shares were can- 
celed, and one certificate therefor was 
issued to the California National Bank, 
and was thereafter held by it until after 
the commencement of this action. Dur- 
ing this period, two dividends upon this 
stock were paid by the savings bank to 
the appellant. The defense of ultra vires 
is looked upon by the courts with dis- 
favor whenever it is presented for the 
purpose of avoiding an obligation which 
a corporation has assumed, merely in 
excess of the powers conferred upon it, 
and not in violation of some express 
prohibition of the statute. Courts are 
inclined to treat the corporation as es- 
topped from setting up this defense iu 
all cases where it has received and re- 
tains the benefit of the transaction, and 
seeks by this plea to avoid its correlative 
obligation. In Zvans v. Barley, 66 Cal. 
112, an action was brought against the 
stockholders of the California Fruit and 
Meat Shipping Co., to recover from 
them their respective proportions of 
certain indebtedness to the plaintiff of 
that corporation. One of these defend- 
ants was the People’s Ice Company, 
another corporation, which held 1,000 
shares of the capital stock of the corpor- 
ation debtor; and, to its objection that 
it was ultra vires for it to hold the stock 
in another corporation, it was held that, 
as it did not appear that it was not within 
the scope of its power to hold stock in 
the defendant corporation under any 
circumstances, or for any purpose, and 
as the circumstances under which it had 
acquired the stock were not shown, the 
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defense could not be maintained. 

There is no provision in the statute by 
which a national bank is expressly pro- 
hibited from becoming a stockholder in 
another corporation; and, while it may 
be conceded that its subscription to the 
shares of another corporation would be 
so far in excess of the powers conferred 
by the statute under which it is organ- 
ized, that its executory contract there- 
for would not be enforced, it by no 
means follows that, if such contract is 
executed, and it has been registered as 
such stockholder, it is not entitled to a 
voice in its corporate management, or to 
its share of the corporate earnings, 
while the corporation is in existence, or 
of its assets upon a dissolution thereof. 
It may take shares in another corpora- 
tion as collateral security for a loan 
made by it, and, if the loan is not paid, 
it may become the owner of those shares, 
and have them registered in its name 
upon the books of that corporation; and 
in such a case it is subject to the same 
liabilities as any other stockholder, In 
Bank v. Case, 99 U. S. 628, the bank had 
become a stockholder in another cor- 
poration under such circumstances, and 
it was held to be liable forits proportion 
of the debts of the corporation in which 
it had been a stockholder, although it 
had transferred the stock to one of its 
clerks for the purpose of avoiding such 
liability. -As the appellant herein could 
have taken the stock of the savings bank 
in satisfaction of a loan for which it had 
been pledged to it as security, it was 
within the scope of its power to become 
a stockholder therein, so that it cannot 
be said that it was prohibited by statute 
from becoming such stockholder. Hav- 
ing caused itself to be registered upon 
the books of the corporation as a stock- 
holder, any person dealing with the cor- 
poration would be justified in assuming 
that it had become such stockholder by 
virtue of a transaction within its power, 
rather than in violation of the laws of 
its creation, and, so long asit held itself 
out as such, it ought not to be permitted 
to defend against its liability as such 
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stockholder by showing that it had _ be- 
come such in violation of law. ‘‘Strang- 
ers are presumed to know the law of the 
land, and they are bound, when dealing 
with corporations, to know the powers 
conferred by their charter. These are 
open to their inspection, and it is easy 
to determine whether the act is within 
the scope of the general powers con- 
ferred for that purpose; but they have 
no access to the private papers of the 
corporation, or to the motives which 
govern directors and stockholders, and 
no means of knowing the purposes for 
which an act that may be lawful for 
some purposes is done. The very fact 
that the appointed officers of the corpor- 
ation assume to do an act in the appar- 
ent performance of their duty, which 
they are authorized to perform for the 
lawful purposes of the corporation, is a 
representation to those dealing with 
them that the act performed is for a 
prgper purpose, and such is the pre- 
sumption of the law; and, upon this 
presumption, strangers, having no no- 
tice in fact of the unlawful purpose, are 
entitled to rely.”” Ditch Co. v. Zellerbach, 
37 Cal. 587. The appellant has not re- 
pudiated the agreement under which it 
received the stock, but still retains it, 
and, so far as is shown by the record, 
claims to be owner of it, and to share 
in all the earnings and assets of the cor- 
poration. During the period that it has 
claimed to be such owner, it has re- 
ceived dividends out of the assets of the 
savings bank, and to that extent dimin- 
ished the corporate property which 
otherwise might have been appropriated 
in satisfaction of the plaintiff’s claim. 
See Mitchell v. Beckman, 64 Cal. 117. 
Having had the benefit of the transac- 
tion, and still enjoying its fruits, it is 
estopped from denying a liability which 
is correlative to such benefit and fruits, 
and dependent thereon. See Morse, 
Banks, § 735. The judgment and order 
are affirmed, 


We concur: GAROUTTE, 
soN, J. 


J.; Pater- 
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COLLECTION BY INSOLVENT BANK—OWNER'S RIGHT TO PREFER- 
ENTIAL PAYMENT. 


AN IMPORTANT OPINION BY THE SUPREME COURT OF WISCONSIN WHEREIN IT 


REVERSES 


ITS FORMER POSITION ON THIS SUBJECT. 


Nonotuck Silk Company v. Flanders, Supreme Court of Wisconsin, March 16, 1894. 


One for whom a bank had collected a draft before it 
failed is not entitled toa preference over other cred- 
itors, if the bank had disposed of the proceeds before 
the assignee came into possession. Orton, C. J. dis- 
senting. McLeod v. Wis. 401; Francis v. 
Evans, 69 Wis. 115; and Bowers v. Evans, 71 Wis. 133, 
—overruled. 


Evans, 6 


Appeal from circuit court, 
county; J. K. Parish, judge. 

The Nonotuck Silk Company filed a 
claim against the estate of A. C. Pro- 
bert, an insolvent, and procured an or- 
der to show cause why said claim should 
not be declared preferred. On the hear- 
ing the claim was so declared, and the 
assignee appeals. Reversed. 

The other facts fully appear in the 
following statement by Cassopay, J. 

It appears trom the record that for 
several years prior to June, 1893, the de- 
fendant’s assignor, A. C. Probert, con- 
ducted a banking business at Washburn 
under the name of the Bank of Wash- 
burn; that May 24, 1893, the plaintiff, a 
corporation at Chicago, sent a dratt for 
$99 67 on one Lemke, to the Bank of 
Washburn for collection; that June 2, 
1893, the draft was presented to Lemke, 
and paid by his check on the Bank of 
Washburn on the same day; that June 
3. 1893, the Bank of Washburn issued 
its draft on the Union National Bank, 
its Chicago correspondent, for the prop- 
er amount, and forwarded the same to 
the plaintiff; that the plaintiff did not 
receive the draft until June 9, 1893, and 
deposited the same immediately in the 
First National Bank of Chicago; that 
that bank presented the draft to the 
Union National Bank June 10, 1893, but 
payment thereof was refused; that the 
Union National Bank then had no money 
to the credit of the Bank of Washburn, 
but did have collaterals, left there ex- 
pressly to protect overdrafts, more than 
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enough to protect the draft in question, 
as well as all other drafts issued upon 
that bank by the Bank of Washburn; 
that June 7, 1893, the Bank of Wash- 
burn closed its doors, Probert having 
failed; that June 26, 1893, Probert per- 
fected an assignment for the benefit of 
his creditors, and on that day the de. 
fendant, his assignee, took possession 
of all his property, including the Bank 
of Washburn and its effects; that Pro- 
bert’s assets at the time of such assign- 
ment amounted to $261,716.31, and his 
liabilities to $236,492.31; that such as- 
sets consisted of commercial paper, se- 
cured and unsecured, stocks, real estate, 
etc.; that no money whatever came into 
the hands of said assignee, except a few 
pennies and a $2.50 gold piece; that all 
money in the Bank of Washburn on and 
after June 1, (893, was used in paying 
checks drawn against deposits, and in 
paying clerk hire or employes of the 
Bank of Washburn; that none of the 
moneys of Probert, and noneof the pro- 
ceeds of the collection made for the 
plaintiff, was used in acquiring other 
property or invested in other property 
of any kind, but that all money in the 
possession of Probert at and after re- 
ceiving said check of Lemke for the 
plaintiff was used in paying the debts of 
Probert, sothat no money, or the pro- 
ceeds of the money, in the Bank of 
Washburn, or the plaintiff’s collection, 
or the proceeds of said collection, ever 
came into the hands of said assignee in 
the shape of property of any kind what- 
soever; that September 18, 1893, the 
plaintiff filed its claim against said es- 
tate; that October 17, 1893, the plaintiff 
procured an order to show cause why its 
said claim should not be declared pre- 
ferred; that on the final hearing of that 
application, December 6, 1893, it was 
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ordered by the court that said claim be, 
and the same was thereby declared, a 
preferred claim, and the money and 
effects upon which the same was found- 
ed, were thereby declared to be trust 
funds, and the said assignee was there- 
by ordered to pay said claim of $99.42, 
in full, out of any moneys in his hands 
belonging to said estate, in preference 
of all claims against said estate not pre- 
ferred, together with costs and disburse- 
ment of such hearing, taxed at $25. 
From that order the defendant brings 
this appeal. 


Cassopay, J. (after stating the facts). 
The amount involved is small, but the 
case is important by reason of others de- 
pendent upon it, and the nature of the 
question involved. It appears that A. 
C. Probert was the sole owner of the 
Bank of Washburn; that June 7, 1893, 
he failed, and his bank closed its doors; 
that June 26, 1893, he madea voluntary 
assignment ofall his property to the de 
fendant for the benefit of his creditors. 
There is some force in the suggestion 
that the receiving of Lemke’s check in 
payment of the plaintiff's draft on him, 
held by Probert’s bank for collection, 
and the sending to plaintiff of a draft 
made by Probert’s bank on the Chicago 
bank for the amount of such collection, 
four days prior to such failure, was 
nothing more than the substitution on 
the books of Probert’s bank of a credit 
to the plaintiff, or to the Chicago bank 
for the amount, in lieu of the former 
credit for the same amount to Lemke. 
But it appears that, at the time of giving 
the check, Lemke had funds in Probert’'s 
bank to the amount of the check, and 
hence the transaction would seem to be 
substantially the same as though Lemke 
had actually drawn the money on the 
check, and then immediately handed the 
same back in payment of the draft on 
him in favor of the plaintiff, and then 
held by Probert’s bank for collection; 
and that Probert's bank then retained 
the money so paid in by Lemke, and in 
lieu therefor sent to the plaintiff its draft 
on the Chicago bank, as mentioned in 
the foregoing statement. As therein in- 
dicated, the money so represented by 
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the check was, with other moneys, used 
up in paying the debts of Probert, so 
that no part of that money or the pro- 
ceeds of that collection, either in the 
shape of money or of property of any 
kind, ever came into the hands of the 
defendant, as such assignee. Such being 
the facts, it is manifest that the plaintiff 
is not here claiming his own property 
intrusted to Probert’s bank, nor the 
avails or the proceeds thereof, but is 
here claiming a preference over other 
creditors out of other assets and property 
of Probert received by the defendant by 
virtue of such assignment. Certainly, 
there is no statute in this state giving 
any such preference, nor any authoriz- 
ing an insolvent debtor, by way of a 
voluntary assignment, to give such pref- 
erence. Laws 1883, c. 349; Laws 1885, 
c. 48; sections 1693a, 1693c, Sanb. & 
B. Ann. St. It follows that, if the plain- 
tiff is entitled to such preference at all. 
it must be by virtue of some established 
principle of equity or the common law. 

The early English cases only went to 
the extent of holding, in effect, that the 
owner of property intrusted to an agent, 
factor, bailee or other trustee couid fol- 
low and retake his property from the po- 
session of such trustee, or others in 
privity with him, and not a bona-fide 
purchaser for value, whether such prop- 
erty remained in its original form or in 
some different or substituted form, so 
long as it could be ascertained io be the 
same property, or the product or pro- 
ceeds thereof, but that such right ceased 
when the means of ascertainment failed, 
as when the subject of the trust was 
money, or had been converted into 
money, and then mixed and confounded 
in a general mass of money of the same 
description, so as to be no longer divis 
ible or distinguishable. This is appar- 
ent from the opinion of Lord Ellen- 
borough, C, J., written nearly 80 years 
ago, reviewing the adjudications prio: 
to that date. Taylor v. Plumer, 3 Maule 
& S. 575. But the more recent rule in 
England as to following trust moneys is 
broader, and goes to the extent of hold- 
ing, in effect, that, ‘‘ if money held by a 
person in a fiduciary character, though 
nol as trustee, has been paid by him to 
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his account at his banker’s, the person 
for whom he held the money can follow 
it, and has a charge on the balance in 
the banker’s hands;” that *‘if a person 
who holds money as a trustee, or in a 
fiduciary character, pays it to his ac- 
count at his banker's, and mixes it with 
his own money, and afterwards draws 
out sums by checks in the ordinary man- 
ner, * * * the drawer must be taken 
to have drawn out his own money, in 
preference to the trust money.” In re 
Hallett’s Estate (Avatchbull v. Hallett), 
13 Ch. Div. 696, overruling some former 
English cases. In that case there was 
no dispute but what the money received 
by the trustee for the property wrong- 
fully converted was deposited with his 
bankers to the credit of his account, and 
that the same ‘‘ remained at his banker’s, 
mixed with his own money, at the time 
of his death.” But in the leading opinion 
by Jessel, M. R., in that case, and by 
way of quoting Mr. Justice Fry approv- 
ingly, itissaid: “‘ The guiding principe 
is that a trustee cannot assert a title of 
his own to trust property. If he destroys 
a trust fund by dissipating it altogether, 
there remains nothing to be the subject 
of the trust. But, so long as the trust 
property can be traced and followed into 
other property into which it has been 
converted, that remains subject to the 
trust.” Id. p. 719. That case is as 
favorable to the claim of the plaintiff as 
any in the English courts; and yet, it 
nowhere sanctions the proposition that 
the owner of the property or money 
intrusted is entitled to a preference 
over other creditors of an insolvent es- 
tate out of property or assets to which 
no partof the trust fund, or the proceeds 
thereof, is traceable. All such cases 
turn upon the question of fact whether 
the trust property or fund, or the pro 
ceeds thereof, are traceable into any 
specific property or fund, Ex parte Hard- 
castle (In Re Mawson), 44 Law T. 524. 
Thus in Re Cavin v. Gleason, 105 N. Y. 
256, it was held that, ‘*to entitle the 
trust creditor to such a preference, it 
must, at least, be made to appear that 
the fund or property of the insolvent, 
remaining for distribution, includes pro- 
ceeds of the trust estate."’ To the same 
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effect, Atkinson v. Printing Co., 114 N.Y. 
168; Holmes v. Gilman, 138 N. Y. 376. 
In Little v. Chadwick, 151 Mass. 110, the 
court said: “When trust money be- 
comes so mixed up with the trustee's 
individual funds that it is impossible to 
trace and identify it as entering into 
some specific property, the trust ceases. 
The court will goasfarasitcan in thus 
tracing and following trust money; but 
when, as a matter of fact, it cannot be 
traced, the equitable right of the cestud 
gue trust to follow it fails.”” To the same 
effect are Goodell v. Buck, 67 Me. 514; 
Steamboat Co. v. Locke, 73 Me. 370; Lng- 
lar v. Offutt, 70 Md. 78; Thompson's 
Appeal, 22 Pa. St. 16; Columbian Bank's 
Estate, 147 Pa. St. 440: Appeal of Hop- 
kins (Pa.) 9 Atl. 867; Bank v. Goetz, 138 
Ill. 127; Meely v. Rood, 54 Mich. 134. 
Sherwood v. Bank, 94 Mich. 78; £Zlevator 
Co. v. Clark (N.D.) 53 N.W. 175; ational 
Bank v. Ins. Co., 104 U. S. 54, 68; Peters 
v. Bain, 133 U. S. 670, 693, 10 Sup. Ct. 
354; 2 Story, Ea. Jur. §$$1258, 1259; 2 
Pom. Eq. Jur. $1058; 1 Lewin, Trusts 
(ist Am. Ed.) 241. 


In speaking of following trust moneys 
into other property, it is stated in one of 


the New York cases cited that ‘* the 
right has its basis in the right of prop- 
erty.” It never was based upon the 
theory of preference by reason of an 
unlawful conversion. Thisis made clear 
by a recent and well considered opinion 
by the supreme court of Rhode Island, 
Slater v. Oriental Mills (R. 1,) 27 Atl. 443. 
It follows that the mere fact that Pro- 
bert’s bank used the plaintiff's money 
towards paying its indebtedness, before 
making the assignment, did not author- 
ize a preference to the plaintiff, over 
Probert’s other creditors, out of his 
other property and assets. This 1s made 
plain, by an illustration having judicial 
sanction in the case last cited: ** Sup- 
pose that an insolvent debtor, D, has 
only $1,000 of property, but is indebted 
to the amount of $2,000, one-half of 
which is due to A, and the other half to 
B. In this condition of things, D's 
property can only pay fifty per cent. of 
his debts. By such distribution, A and 
B would each be equitably entitled to 
$500. Now, suppose D., while in that 
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condition, collects $1,000 for F., but in- 
stead of remitting the money, as he 
should, he uses it in paying his debt in 
fullto A. By so doing, D has not in- 
creased his assets a penny,nor diminished 
his aggregate indebtedness a penny. 
The only difference is that he ‘now owes 
$1,000 each to B and F, whereas he 
previously owed $1,000 each to A and B. 
Now, if F is to have preference over B, 
then his claim will absorb the entire 
amount of D’s property, leaving nothing 
whatever for B. In other words, the 
$500 to which B was equitably entitled 
from his insolvent debtor, upon a fair 
distribution of the estate, has, without 
any fault of his, been paid to another, 
merely in consequence of the wrongful 
act of the debtor.”” Id., and dissenting 
opinion in 69 Wis. 123. See, also, 
McClure v. Board (Colo. Sup ) 34 Pac. 
763. We must hold that the plaintiff 
has no legal right to a preference over 
Probert’s other creditors in the distribu 
tion of his estate in the hands of the 
defendant, as assignee, and into which 
no part of the plaintiff's money has been 
traced. 

This is not a mere question of prac- 
tice, nor the construction of a local stat- 
ute long acquiesced in, but is a question 
of general equity jurisprudence; and it 
is very important to the people of the 
state that this court should, at least on 
such questions, adhere to the principles 
of the common law so well established 
as to become elementary. Itis especial- 
ly essential that the state and federal 
courts, on such questions, should be in 
harmony. In sofaras McLeod v. Evans, 
66 Wis. 401; Frances v. Evans, 69 Wis. 
115, and Bowers v. Evans, 71 Wis. 133, 
are in conflict with the rules above in- 
dicated, they must be regarded as over- 
ruled. The order of the circuit court is 
reversed, and the cause is remanded for 
further proceedings in accordance with 
this opinion, 

Orton,C J. (dissenting). This case 
is ruled by McLeod v. Evans, 66 Wis. 
401; Francis v. Evans, 69 Wis. 115; and 
Bowers v. Evans,71 Wis.133. It was a case 
of a special deposit or trust or agency. 
It was the employment of the bank to 
collect a draft. It ought not to make 
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any difference that the bank embezzled 
the proceeds. The plaintiff was clearly 
entitled to be a preferred creditor. lt 
this was the first case of the kind, | 
might not dissent. I respectfully dissent 
on the ground that the decision in this 
case overrules three well considered and 
reconsidered decisions of this court. In 
the long history of this court, there have 
been very few overruled cases. The 
iaterests of the public are best subserved 
by the stability of decisions. If former 
cases are to be overruled by every 
change of the personality of the bench, 
we may soon have no line of decisions 
on important questions, to which the 
business of the country has been long 
adapted and adjusted, and everything 
will become unsettled. 


Deposit of Trust Money with Bank. 


Mingling with other funds does not prevent owner 
from recovering full amount from receive! 
bank’s insolvency. 


Kimmel v. Dickson, Supreme Court of South Dakota, 
April 3, 1894. 


1. K delivered toa bank a certain sum 
of money, to be paid over to W when he 
should present to the bank a warranty 
deed, properly executed, conveying to 
K certain lands, together withan ab- 
stract showing good title in W, and took 
a receipt from the bank reciting the 
purpose for which the money was so 
left. Subsequently, and before such 
deed and abstract were presented, or 
the money paid over, the bank failed, 
and a receiver was appointed by the 
court. He/d, that the monev so depos- 
ited, was a trust fund, and did not be- 
come assets of the bank, nor pass to the 
receiver as such. 

2. The fact that upon its receipt the 
bank gave credit to K, as of a deposit, 
and mingled the money so deposited 
with its own, without the knowledge or 
consent of K, did not change the char- 
acter of the transaction, 

3. Under such circumstances, K had 
the right to follow and reclaim the 
money so deposited as a trust fund, and 
it was the duty of the court to direct 
its receiver to pay the amount over to K. 
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Attorney for Collection Has No Power to 
Indorse Notes in Nameof Client. 


Effect of client’s acquiescence in unauthorized in- 
dorsements. 


Sherrill v. Weisiger Clothing Co., supreme court of 
North Carolina, Apri! 10, 1894. 


Action by F. A. Sherrill & Co. 
against the Weisiger Clothing Com- 
pany upon certain notes. The clothing 
company sent to an attorney, for col- 
lection, two notes made by J. M. 
Howard, payable tothem. The attor- 
ney indorsed the notes in the name of 
the Weisiger Clothing Company, and 
transferred them to plaintiffs. Until 
about the time of the trial, defendant 
did not know that the notes had been 
indorsed, but supposed that they had 
only been sold. Judgment for plaintiff 
which, on appeal, is reversed. 

Per Curiam. The authority of an 
agent to collect a note or bill does not 
authorize him to indorse the note or 
bill, either in the name of his principal 
or on his own account; and the de- 
fendant’s acquiescence in and approval 
of the sale, supposing it to be an out 
and out sale, simply, was not a ratifica- 
tion in fact of the unauthorized indorse- 
ment, of which it had no knowledge 
when it approved the sale, Hines v. 
Butler, 3 Vred. Eq., 307. The attorney, 
prima facie, had no authority to sell 
and indorse; and the plaintiff, under the 
circumstances of this case, should have 
inquired as to the extent of his author- 
ity. arp v. Richardson, 81 N. C., 5; 
Briggs v Insurance Co., 88 N. C., 141; 
Smith, Cont., 311. There should bea 
new trial. 


President’s Oral Promise to Pay Check 
Not Binding. 


The Pennsylvania statute against verbal acceptances, 


National State Bank of Camden v. Linderman et al. 
Supreme Court of Pennsylvania, April 16, 1894. 


Action by the National State Bank of 
Camden against William T, Linderman 
& Co., on notes. Defendants set up as 
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an off set a check drawn on the bank by 
A. C. Lamar to their order. 

Per Curiam. Admittedly no right of 
action against the bank was conferred 
upon the defendants by the mere pre. 
sentation of the check for $201.54, and 
its refusal of payment. But the affidavit 
of defense alleges that the president of 
the bank substantially accepted it, and 
promised to see it paid, if the holder 
would retain it for a few days. We are 
clearly of opinion, however, that the 
act of May 10, 1881 (P. L. 17; Purd. 
Dig., p. 188, pl. 2) applies to that aspect 
of the case, and defeats any right of ac- 
tion. The act expressly declares that 
no person within this state shail be 
charged as an acceptor of a bill, draft, 
or order for the payment of money ex- 
ceeding $20, unless his acceptance shall 
be in writing, signed by himself or his 
lawful agent. In AMaginn v. Bank, 131 
Pa. St. 362, we held that the act of 1881 
was a flat bar to a recovery upon a bank 
check which had been presented for pay- 
ment and refused, and one of the officers 
had told the holder it would be payable 
in seven weeks, for the explicit reason 
that the check was not accepted in writ- 
ing. That case covers every feature of 
this. In this case there was at most 
nothing but the verbal promise of the 
president of the bank. The cases of 
Saylor v. Bushong, 100 Pa St. 23, and 
Chase v. Bank, 66 Pa. St. 169, are inap 
plicable, as they were decided upon dif- 
ferent facts. Moreover, in both of these 
cases the transactions occurred before 


the act of 1831 was passed. Off set dis- 
ailowed. 


Demand Upon Acceptor of Draft Neces- 
sary to Hold Drawer. 
When drawer's statement that draft would be dis- 
honored not a waiver. 


Los Angeles National Bank v. Wallace, et al. No. 19,- 
293. Supreme Court of California, March 1, 1894. 


1. Three persons arranged to plant 
an Orange grove, one furnishing the 
money to another (who was to manage 
the business on a salary) on drafts drawn 
by him on, and accepted by, the third, 
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who, with the first, furnished the trees; 
the profits, if any, to be divided equally. 
Held, that the payee of a draft so drawn 
and accepted cannot hold the drawer, 
without demand upon the acceptor at 
maturity, as the bill was, as between the 
parties, a debt due the firm by the ac- 
ceptor. 

2. Astatement by the drawer of a bill, 
to the holder, that, owing to the failure 
of the person who was to furnish the 
money, the acceptor could not pay it, 
but that he would, not made within 10 
days of maturity, is not such a state- 
ment that it would be dishonored as 
would excuse presentment and notice, 
under Civ, Code, § 3156. 


Liability of Decedent’s Estate to As- 
sessment as Shareholder in Insol 
vent National Bank. 


Effect of estate being in possession of probate court. 
Wickham v. Hull, U. S. Circuit Court, N. 
Cedar Rapids Div., March 24, 1894. 


D. Iowa, 


An action was brought by the receiver 
of a national bank against the executors 
of an estate to enforce collection of an 
assessment upon certain shares of the 
national bank’s stock, belonging to the 


estate. 
follows: 

1. The estate of a deceased owner of 
national bank stock is liable (Rev. St. 
$5152) to an assessment levied against 
his executors in consequence of the fail- 
ure of the bank after his death. 

2. A federal court is not deprived of 
jurisdiction—otherwise vested in it—of 
a suit against the executors of an estate 
by the fact that the estate is in the pos- 
session of a state probate court for pur- 
poses of administration; and the federal 
court has jurisdiction to adjudge 
whether a liability exists, but cannot is- 
sue execution to enforce the same. 

3. Theestate being in possession of 
an Iowa probate court for purposes of 
administration, for which reason the 
federal court could not enforce the lia- 
bility, it adjudged to exist, defendants 
set up the limitation contained in the 


The rulings of the court are as 
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Iowa statute (Code, § 2421) regulating 
the settlement of estates, e/d, that the 
federal court would not pass upon the 
question whether this provision de- 
barred complainant from sharing in the 
estate, for, as the claim established in 
the federal court must be presented for 
allowance in the probate proceedings, 
the better practice was to remit the ques- 
tion to the probate court. 


Promissory Notes to Bank in Purchase 
of Bank Stock of President. 


False representations of bank’s condition asa defense. 


National Bank of Dakotav. Taylor, Supreme Court of 
South Dakota, March 3, 1804 


Action by the National Bank of Da 
kota against Maris Taylor upon prom- 
issory notes given to the bank by him 
His defense was that the notes were 
given in partial payment of go shares of 
the capital stock of the bank, sold him 
by D. L. Stick, its president and gen- 
eral manager, and that the purchase 
was induced and accomplished by false 
and fraudulent representations by Stick 
to him as to the condition of the bank 
and its business and assets, and the 
value of the stock; and that the notes 
given were made to run directly to the 
bank by consent of the directors, and 
with fnll knowledge on their part of the 
representations made by Stick. Further, 
that as soon as Taylor discovered the 
falsity of the representations, he notified 
Stick of his rescission of the contract of 
purchase and offered to return all he had 
received under it. 

The trial resulted in the direction by 
the court of a verdict for the bank,upon 
which judgment wrs entered. Upon ap- 
peal, this judgment was reversed. The 
official syilabus of the court is given be- 
low which shows the facts evolved and 
points of law decided thereon: 

1. S., the president and active man- 
ager of a bank, sold a number of shares 
of its capital stock to T. under repre- 
sentations of fact relied upon by T.,and 
afterwards claimed by him to be fraud- 
ulent and false. The bank, by its di- 
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rectors, had full and actual knowledge 
of such representations, and, with such 
knowledge, consented and arranged that 
T.’s notes given in partial payment tor 
said stock should be made directly tothe 
bank, and take the place of notes held 
by it against S. and others. He/dthat, 
in an action by the bank against T. on 
such notes, he might make the same de- 
fense, founded on such alleged false and 
fraudulent representations, as he could 
have made if the notes had been given 
to S., and the action brought by him. 

2. In such purchase of stock, T. had 
the right to rely solely upon the repre- 
sentations of fact by S., and if S. con- 
scious that T. wasso relying, knowingly 
deceived him, nothing would condone 
the wrong as between them, or estop T. 
from asserting it, »ut his acquiescence 
in it with knowledge of the facts. 

3. A party who thus deliberately de- 
ceives another to his prejudice cannot 
complain that the sufferer has not been 
vigilant in finding it out. 

4. The right of such sufferer to rescind 
may be qualified by intervening interests 


of innocent parties; but, so long as the 
question is between the original parties 
solely, he may continue to rely upon the 
representations upon which the contract 
was made and by which it was induced, 


and loses no rights, as against the 
wrongdoer himself, by failure to dili- 
gently discover the fraud. 

5. The fact that soon after such pur- 
chase, T. became, and for a number of 
months was the cashier of the bank, 
would not alone, and asa matter of law, 
make him chargeable with a knowledge 
of the condition of the bank; and so of 
the falsity of the representations under 
which he bought, as avainst evidence 
that he was, for a considerable portion 
of the time, absent from the bank and 
city where it was located, and that, dur- 
ing all his connection with the bank, he, 
by direction of S, the president, and 
the person of whom he bought the stock, 
was engaged in routine work, and had 
practically nothing to do with the bills 
receivable of the bank. 

6. The fact that, as cashier, he signed 
statements exhibiting the condition of 
the bank, would not, in an action on 
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such notes by the bank or by S., estop 
him from showing, as against them, 
that such statements, which he believed 
at the time were true, were in fact 
false. 

7. The fact that after his discovery of 
the alleged fraud, and at a meeting at 
which his resignation, tendered on ac- 
count of such alleged fraud, was to take 
effect, he was elected and qualified as a 
director, and voted his stock, nothing 
else being shown, would not of itself, 
as matter of law, work a forfeiture of 
his right to rescind such contract the 
next day on account of such fraud. 

8. These several facts and conditions, 
while they might strongly tend against 
defendant’s right to rescind, did not 
conclusively, and as a matter of law, cut 
off such right. 

9. Whether any or all of these facts, 
construed in the light of attending cir- 
cumstances, and the inferences legiti- 
mately deducible therefrom, showed ac- 
quiescence with knowledge on the part 
of defendant, was a question of fact for 
the jury. 


Chattel Mortgage Security in Kansas. 


Statutory penalty for failure to satisfy—When in- 
curred by mortgagee—Mortgagor's right to have 
usurious interest applied on debt. 


Parkhurst v. First National Bank of Clyde. 
Court of Kansas, March 10, 1894. 


Supreme 


The national bank held certain chattel 
mortgages executed by Parkhurst as 
collateral security for a loan, which it 
refused to satisfy of record, claiming 
the debt not fully paid. Parkhurst 
brought action against the bank to re- 
cover the penalty provided by statute, 
where the mortgagee fails and refuses 
to enter satisfaction of a chattel mort- 
gage. The court holds: 

1. Where, in an action brought by the 
mortgagor against the mortgagee to re- 
cover the statutory penalty for refusing 
to enter satisfaction of the chattel mort- 
gage, it is shown that there 1s a bona- 
fide controversy between the mortgagor 
and mortgagee whether the chattel 
mortgage is paid or not, and it is further 
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shown that the mortgagee refused in 
good faith to satisfy the mortgage 
because he believed it was not paid, 
held, the mortgagee would not be liable 
for the penalty. 

2. Parkhurst, having as maker of the 
notes to the bank representing the debt 
secured by the chattel mortgage, paid 
usurious interest thereon, and having 
recovered judgment against the bank 
for twice the interest thus paid under the 
federal statute; he cannot be allowed to 
applv the same interest in reduction of 
the debt secured by the chattel mort- 


gages. 


Remedy on Paper of Insolvent Partner- 
ship In Massachusetts. 


Double proof against estates of partnership and of in- 
dorsing partner, allowed. 


Roger Williams National sank v. Hall. Supreme 
Court of Massachusetts, November 29, 1803. 


Homes, J. The question in this case 
is whether the holder of a partnership 


note, made payable to one partner, and 
indorsed by him to the holder, can prove 
it in insolvency against the estates both 
of the firm and of the indorsing partner 
before any dividend is declared on 
either. The statute is silent. Intimations 
in favor of the right of double proof are 
to be found in Borden v. Cuyler, 10 Cush. 
476,477, and in AMfeadv. Bank, 6 Blatchf. 
i80, and decisions in Re Farnum, 6 Law 
Rep. 21, (by Judge Sprague,) and Ex 
parte Nason, 70 Maine, 363. The United 
States bankrupt act of 1867, $21, (Rev. 
St. U. S. §5074,) is construed to allow 
the right in terms. 
Cliff. 507, collecting the cases, and re- 
peating some of the general arguments 
at length. Formerly an arbitrary rule 
was worked out by degrees in England, 
that the creditor must elect. Ex parte 
Rowlandson, 3 P. Wms. 405; Ex parte 
Moult, Bankr. Cas. Mont. 321; Mont & 
B. 28, 1 Deac. & C. 44, 2 Deac &C. 419; 
Goldsmid v. Cazenove, 7H. L. Cas. 785, 
805. But this rule, after being disap- 
proved by the most eminent judges, 
(Ex parte Bevan 9g Ves. 222, 225, 10 
Ves. 107, 109; Story, Partn. [7th Ed.] 


Emery v. Bank, 3 
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$$ 384-386; Eden, Bankr. [2nd Ed.] p. 
181, c. 11, §4,) has been done away wit! 
by statute in cases like the present, (E» 
parte Honey, 7 Ch. App. 178) Inview 
of the modern decisions and the genera 
agreement of opinion, we think it un 
necessary to argue elaborately for th: 
right of a creditor who has acquired tw: 
contracts, binding two distinct estates, 
to insist upon both. See, turther, Van 
uxem v. Burr, 151 Mass. 386, 388, 380. 
24 N. E 773; Zurner v. Whitmore, 63 
Me. 526, -28; Bank v. Jefferson, 135 
Mass, 11t, 113. 

Decree allowing proof against both 
estates, affirmed. 


Deposit of State Funds in Banks in 
Nebraska. 


Depository law unconstitutional so far as it requires 
deposit of moneys belonging to permanent educa- 
tional funds 


State, ex rel, First National Bank of Crete v. Bartley, 
state treasurer, supreme court of Nebraska, Feb- 
ruary 20, 1594. 


This is an application by the First 
National Bank of Crete, for a perempt- 
ory writ of mandamus to Joseph H. 
Bartley, state treasurer, to compel him 
to deposit with the bank a portion of the 
moneys in the state treasury, according 
to the requirements of the act passed by 
the state legislature of 1891, entitled 
**An actto provide for the depositing 
of state and county funds in banks.” 
The petition charges, in substance, that 
on the 9th day of January, 1894. the 
governor, attorney general, and secre 
tary of state, in pursuance of the pro- 
visions of said act, designated the First ° 
National Bank of Crete asa state depos 
itory, and on said day the bank exe- 
cuted and delivered a bond conditioned 
as required by law, which bond, and the 
sureties thereon, were duly accepted and 
approved by the proper officers; that 
only three other banks have complied 
with the provisions of said act of the 
legislature, so as to entitle them to the 
deposit of state funds, and that the 
amount of the bonds furnished by each 
of said other banks was and is $100,000, 
so that the aggregate amount which 
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the treasurer is authorized at any time 
to have on deposit in all of said 
banks, pursuant to said act, is $150,000; 
that the treasurer has refused to de- 
posit any of the moneys nuw in the state 
treasury with the First National Bank 
of Crete, although requested so to do; 
that the treasurer, at the time of such 
demand and refusal, stated that all the 
moneys belonging to the state, which he 
is empowered by said act to deposit, 
were already deposited in the said sev- 
eral banks, except moneys belonging to 
the following funds: Sinking, relief, 
permanent school, temporary school, 
permanent University, library, agricul- 
tural college enduwment, normal school 
endowment, temporary university, nor- 
mal school interest, and saline. The 
petition further charges that the treas- 
urer refuses to deposit in relator’s bank 
any of the money belonging to either 
of the above-enumerated funds,although 
the amount in his possession, and _ be- 
longing toany one of said funds,added to 
the amount on deposit by said treasurer 
with the said other banks, exceeds in 
the aggregate the sum of $150,000, and 


that the sole reason given by the treas- 
urer for his refusal to deposit in the 
bank of the relator any of the moneys 
in the above-mentioned funds, was and 
is that none of said moneys are ‘‘ cur- 


” 


rent funds,” within the meaning of the 
said depository law. The cause was 
submitted on a general demurrer to the 
petition, and the court decides; 

1. In construing a statute. effect must 
be given, if possible, to every word, 
clause, and sentence therein. In other 
words, a statute should be so construed 
as to makeall its parts harmonize with 
each other, and render them consistent 
with its general scope and object. 

2. The term ‘‘ several current funds”’ 
as employed in section 1 of the act of 
the legislature of 1891, entitled ‘‘ An act 
to provide for the depositing of state 
and county funds in banks,” construed 
to mean all the moneys belonging to the 
state, in the possession or under the con- 
trol of the state treasurer. 

3. The subject-matter of said act, and 
the obvious scope and purpose of its 
many provisions, leaves no room for 


441 


doubt that the legislature intended the 
statute should apply alike to each of 
the different funds of the state treasury. 
4. Where money is deposited in a 
bank on an open account, subject to 
check of the depositor, and not received 
as a special deposit,—the bank agreeing 
to pay interest on the money,—the 
transaction, although called a ‘‘deposit,” 
is in substance and legal effect, a loan. 
State v. Keim, 8 Neb. 63, followed. 

5. Under section 9, art. 8, of the state 
cons itution, moneys belonging to the 
several permanent educational funds of 
the state cannot be ‘‘ invested or loaned 
except on United States or state securi- 
ties, or registered county bonds.”’ 

6. The depositing in banks of public 
funds under the provisions of the depos- 
itory law constitutes a loan and invest- 
ment of the moneys so deposited. 

7. Held, that the said law, in so faras 
it requires the depositing of moneys be- 
longing to the permanent educational 
funds of the state in banks, contravenes 
section 9, art. 8. of the constitution, and 
said law is inoperative as to said funds, 

The court concludes: **‘ We have not 
considered, nor do we now determine, 
whether the relator hassuch an interest as 
to entitle it to maintain the action, since 
its right to do so has not been raised or 
argued by counsel. As the state at large 
is directly interested in the enforcement 
of the depository law, the attorney gen- 
eral could, and doubtless it is his duty 
to, institute proceedings to compel the 
depositing of the funds in the banks 
designated as depositories: and perhaps 
a bank which has complied with the 
law might do so, at least in case the at- 
torney general should retuse to appear 
and file the application. As it is im- 
portant to the public interests that the 
real questions involved in this contro- 
versy should be determined and set at 
rest, we have thought it necessary to 
pass upon the merits of the case, with- 
out going into the question of who 
should have instituted the proceedings. 
It follows from the views expressed in 
the above opinion that the demurrer to 
the application should be overruled,and 
a peremptory writ of mandamus al 
lowed.” 
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CHARLES L. 


Few channels of investment command wider 
or closer attention from financiers, capitalists 
and investors than the development of the vari- 
ous electrical enterprises, and many of the vast 
and powerful electrical corporations throughout 
the country owe much of their success to Wall 
street promotion. The legal questions and con- 
troversies arising in the formation and advance- 
ment of these enterprises, form an important 
factor in the conduct of their business affairs 
and frequently result in litigations involving 
millions of capital. At this stage investors pause 
and watch with deep interest the legal contests 
of the scientific men and lawyers, untila decision 
is rendered by the federal court. 

Among the members of the New York bar to 
attain distinction in this field of practice, is 
Charles L. Buckingham, whose reputation asa 
corporation counsel and patent lawyer was long 
ago established and is being constantly in- 
creased and perpetuated in almost every impor- 
tant litigation of the big electrical concerns. 
Much of his success in these litigated controver- 
sies is due to his thorough familiarity with the 
scientific principles of the questions involved, 
and few experts go as deep into the problems or 
can more quickly find their accurate solution, 

Mr. Buckingham was born in Berlin Heights, 
Ohio, in 1852, 
sity of Michigan as a civil engineer, graduating 
in the Class of 1875. 
to Washington, D. C., where he secured his 
early legal training in Columbia Law School, 
from which institution he received his Bachelor- 
of-Laws’ degree, and at once began the practice 
of his profession, at the same time giving the 
study of electricity special attention. He has 
confined his practice’ exclusively to corporation 
law and patent causes, making a specialty of 
matters pertaining to electrical inventions, his 
reputation as an expert examiner in scientific 
disputes standing equally high with his distinc- 
tion as an astute corporation counsel. 

Mr. Buckingham has distinguished himself in 
such important patent litigations as those in- 
volved by the Western Union Telegraph Co., the 


and was educated in the Univer- 


He subsequently removed 
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BUCKINGHAM. 


American District Telegraph Co., the Schuyler 
Electric Light Co. of Conn., the Delaware & At- 
lantic Telegraph & Telephone Co. ,the American 
Speaking Telephore Co., the Gold and Stock 
Co., the Edison, the General Electric, Thomson- 
Houston Electric Companies, and the Magnetic 
Ore Separator Co. 

In addition to conducting a large litigation 
practice in the federal courts, he is the legal 
adviser and counsel for many prosperous cor- 
porations, whose patent complications 
been kept out of court through his skillful man- 
agement. His opinions as a scientist have been 
sought out by such standard publications as 
Scribners’ Magazine and scientific journals of 
equally high repute, his views upon electrica! 
subjects, and discussions, having appeared with 
those of such authorities as President Morton, 
of Stevens’ Institute, and Professor Brackett, of 
Princeton College, and created equally favor- 
able comment in scientific circles. Probably no 
other member of the New York bar is better 
more favorably known among the members of 
the various scientific associations and _ societies, 
and few have cuntributed more towards 
couraging and advancing the study 
sciences, 


have 


or 


en- 
of the 

Mr. Buckingham’s professicnal methods have 
been so conducted as to win the respect and es- 
teem of his colleagues at the bar and gain the 
admiration of the bench, while his genial per- 
sonality and strong individuality have attracted 
a host of warm social friends. 

His career as a lawyer has been too assidu 
ously devoted to his professional duties to admit 
of any active participation in politics, and his 
personal preference is for a quiet domestic life. 
He is, however, well known in club life, being 
a member of the Union and Metropolitan Clubs, 
of Washington, the Electric and University 
Clubs and Ohio Society, of this city, and he be- 
longs to the American Association for the Ad- 
vancement of Science, American Academy of 
Political and Social Science, and the American 
Institute of Electrical Engineers. 


D. 
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A DEPARTMENT DEVOTED TO THE PRACTICAL SIDE OF BANKING. 


Cuarding of Blank Checks and Drafts. 


Frauds upon banks are facilitated by 
the ease with which intending forgers 
can frequently procure blank forms of 
drafts, identical with those in use, from 
Stationers and engravers. A New York 
bank officer, speaking of .this subject, 
Says: 


‘*In my opinion, the stationers and engravers 
should be eternally hammered at until every 
one of them is made to understand that he or 
they occupy a position of trust. They should 
always be suspicious of parties wanting to ob- 
tain samples of bank drafts and before giving 
out any form should print the word ‘specimen’ 
in large red type (not a rubber hand stamp im- 
pression which can be washed off) running 
diagonally across the check from the lower left 
corner to the upper right corner. They should 
also punch three or four holes through the 
spaces for payee, written amount, figures amount 
and signature space, making the holes at least 
one-fourth of an inch in diameter, so they can- 
not be filled up again. This of course mutilates 
the check to a considerable extent, but that is 
just what is wanted. Anyone can get a correct 
opision of the appearance of a draft, even if 
there are holes through the paper. 

‘‘Another point which stationers and engrav- 
ers ought to be very careful about is the send- 
ing of bank, or bankers’ drafts to an individual. 
It sometimes (but seldom) happens that when 
a new bank is being started in a community, 
the matter is kept very quiet for a time and one 
of the organizers is deputized togoto New York 
and select a form of dratt and order some made 
for the new bank. The stationer should never 
deliver such drafts to an individual or forward 
them to him individually. They should in- 
variably be sent by express, addressed to the 
bank. If the bank has not begun business, 
enough will be known about the project in the 
town to enable the express company to deliver 
the package into the hands ot responsible 
people.” 


Blank checks 


are also readiy pro 
cured from the counters of banks, and 


the small fraud is thus furnished the 
means by which he is frequently enabled 
to pass a bogus check, on the supposi- 
tion that it is a regularly executed check 


of a business house. In Philadelphia 
the Market Street National Bank has a 
system whereunder it keeps the ordi 
nary blank checkscf the bank out of the 
hands of all except the regular deposi- 
tors, so that forgery cannot be com- 
mitted unless the swindler has access to 
somebody's private check book. For 
the convenience of depositors who want 
to draw money without going after their 
private check book a supply of blanks 
is kept on the desk, but a special form 
is used for the purpose payable only in 
the bank to persons known. The form 
is stamped, ‘‘Zhis check is only payable at 
counter, and not to be used outside bank.” 
This serves as a notice of some irregu- 
larity and a warning in case a check of 
this kind is offered to anyone for nego- 
tiations outside of the bank. Nobody 
would cash a check so stamped. 

The State National Bank of Boston 
also protect their counter checks by use 
of the following form: 


COPY OF CHECK, 


State National Bank 
of Boston. 


or bearer, 
Dollars. 
(Public Counter Check.) 


These methods should become uni- 
versal. 


A Wandering Check. 


Mr. Isaac Post, cashier of the First 
National Bank of Scranton, Pa., gives 
an account of the wanderings of a check, 
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drawn on the Olyphant Bank, for one 
dollar, issued at Olyphant, Lackawanna 
County, Pa., on the z9th of March 
last. 

The check was sent to Kansas City, 
and bore nine bank endorsements before 
it was retired. It was deposited in the 
Metropolitan National of Kansas City, 
and was by them sent to the National 
Bank of Commerce in St. Louis, who 
sent it to the National Bank of Com- 
merce in New York, who in turn for- 
warded itto the Farmers & Mechanics’ 
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National of Philadelphia. It then 
traveled to thé Miners’ National of Potts- 
ville, Pa., thence to the Second National 
of Mauch Chunk, Pa., to the Wilbur 
Trust Co. of South Bethlehem, Pa., and 
back to Philadelphia, where it found its 
way to the Philadelphia National. They 
sent it to the First National of Scranton, 
who sent it home to the Bank of Oly- 
phant. 

Instances of this character are by no 
means unusual, and speak forcibly for 
more direct methods of check transit. 


Protection Against Raised Drafts. 


In continuation of the discussion of 
this subject, published in the Journals 
for April and May, we have received the 


For One Thousand 


or Less. dred or less. 


Twenty-Five Hun- 


following letter. The form of check sub- 
mitted is very ingenious and will doubt- 
less interest many readers: 


Five Thousand or Ten Thousand or 


less. 





z 
<< 
3) 
L 


FIRST 


Pay to the order of 


FOR ONE HUNDRED OR _ LESS 


THE AMOUNT OF 


FOR ONE THOUSAND OR LESS. 


OVER ONE THOUSAND, 


THE SPACE UNDER WHICH IT FALLS. 
For One Hundred or less. | For Five Hundred or less. 


{PUNCH OUT 


First NATIONAL BANK, ) 
Port Henry, N. Y., May 5, 1894. —§ 
Editor Banking Law Journal: 

Dear Sir: In your issue of April you cite a 
case where a draft drawn for $18 was success- 
fully raised to $1,800, and invite discussion 
upon the subject. 


Ihave prepared a check (which I enclose) 


PORT MENRY, N. ¥.... 


NATIONAL BANK. 


‘S89[ 10 puvsnoyy AjUaM |, 


Dollars. 
Dollars. 
Dollars. 


S80] 10 puvsnoy) Aijig 


with three lines in the body of same; the first 
line to be used for one hundred dollars or less; 
the second for one thousand or less; the third 
for over one thousand; also a border around 
sides and top of check where the bank punch 
can be successfully used as the amount punched 
in these. spaces must fall under the amount 
there designated. : 
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It would seem as though any chance to raise 
such a check would be impossible. 

In the case cited the draft was drawn for $18 
and was raised by adding the word ‘‘ hundred” 
and two cyphers added to the ‘‘$18” punched 
in check. In the enclosed check you could not 
add the word hundred as it would be written in 
the first line which calls for ‘‘one hundred or 
less;” it would also be punched in the first space 
to the left which also calls ‘‘for one hundred or 
less.”” Yours truly, 

R. F, PROVENCHER. 


Record of Drafts in Transit. 


Upon this subject, opened up in our 
last, we have received the following 
communication from H. C. Fort, cash- 
ier of the Bank of Holly Springs, Miss.: 


‘** We have ia usea book we call Draft Regis- 
ter. In it, every draft or check bought, is 
copied. Incase of loss of any item, you can 
easily see that we need not give ourselves the 
least worry. Of course, this way takes time, 
but as drafts bought represent money taken 
from the drawer, we know that if lost, money 
is lost, unless somebody else can track it for us, 

** We believe that we get value received for 
the trouble. I enclose a form which shows the 
way the record is kept.” 


Following is the form showing con- 
tents of page of draft register: 


Whose favor 
Drawn by 
Bought of 
Endorsers 
Date bought 


Amount 
Number 





A record such as this gives the neces- 
sary information concerning drafts that 
have been entrusted to the mail, and en- 
ables the banker, in case of loss, to ob- 
tain duplication, or otherwise collect the 
amount. As shown in the last issue, 
many banks make no record whatever 
of drafts passing through their hands, 
and in case of loss, do not know whom 
to ask for duplicate. 


Managing a Country Bank. 


The following report by a newly in- 
stalled cashier of a country bank to the 
stockholders relative to the prevailing 
usages he found in vogue, and the 
changes he inaugurated, will prove of 
interest: 


‘‘As the brunt of responsibility falls upon the 
cashier, in these minor so called country banks, 
I felt it my duty to inaugurate well-recognized 
methods and practices as rules of conduct, ap- 
plicable to the bank’s business, for the common 
safety of shareholders and depositors. Some- 
how, in some way inexplicable to me, some of 
these rules seriously clashed with prevailing 
usages here. This drew upon my naked head 
the excited anathemas of a number of our 
patrons. . Thought and reflection, stimulated by 
explanations, where I have had opportunity, 
giving the reason and principles underlying 
these regulations, has largely allayed hostile 
criticism, and even obtained approval of many. 
Ere long, all who will dispassionately examine 
and consider the matter, will heartily indorse, 
as good, what they originally thought offensive, 
and subvertive of their supposed inalienable 
rights in bank dealings. 

‘* The right tooverdraw was fondly cherished, 
restriction in which seemed to cause the greatest 
irritation; the rule requiring responsible in- 
dorser, or collateral for money lent, was herald- 
ed by many asareflection on their honor and 
integrity. Refusing to furnish cash to pay for 
internal revenue stamps and duties, early in the 
week, to be covered by a draft at the end or 
opening of next week, was considered illiberal 
and unaccommodating—contra bonos mores. 
The details of some of the acrobatic feats by a 
few of the community would be treated as a fic- 
tion if presented to some venerable metropolitan 
bank veteran. The indignant severance of one 
stockholder disposing of his stock, the with- 
drawal of account of another, the indignation of 
some at having paper protested; the retirement, 
fora time, of another, because of demanding 
security for a loan of several thousand dollars, 
are simply referred to as actual occurrences, 
arising from carrying into practice the most ele- 
mentary commercial usages. Singular to say, 
the most flagrant of these did not arise among 
those with limited information and contracted 
experience, but in every instance with persons 
who have had commercial experience, and cog- 
nizance of their universal practice. Not one of 
these would have ventured to have asserted such 
claims in any of the commercial centers, well- 
knowing that it would expose them to over- 
whelming ridicule. 

‘*Given the e'ection to obtainor retain patron- 
age on such terms, not a moment's hesitation 
would obstruct their rapid transit elsewhere. 
Considering circumstances, surroundings and 
long usage, I hereby cheerfully accord the large 
bulk of our patrons a grateful appreciation of 
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their remarkable readiness to practically recog- 
nize methods adopted. This is demonstrated by 
our overdrafts, which can wholly be avoided in 
no bank. As compared with deposits, there 
were .0057 per cent. in January, 1892, reduced 
to .0023 in December; at times running at even 
lower points, being .ooo7 per cent. in August 
last. For the entire year it is far less than the 
average per cent. in overdrafts throughout the 
whole country, as reported by the comptroller 
of the currency. To keep it in proper bounds 
demands daily vigilance, not only here but 
everywhere. Demands for money advances to 
be covered by drafts in future, which in reality 
is but another form of overdraft, have about 
ceased, being substituted by a regular loan on 
note for a larger time, where it is apparent that 
there is need of ready funds for the comfort of 
business. Inone case our money is out without 
any security, yielding no profit; in the other it 
is secured, bringing interest. 

‘*There need be noapprehension but that all 
proper precautions will be adopted, and strictly 
adhered to and impartially applied to all alike. 
Friendship and favoritism are to be guarded 
against,as they have no standing in banking and 
will soon be detected, to the detriment of the 
association. It must be patent to everyone that 
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the only safety for shareholders and depositors 
consists in obtaining what is fairly considered 
as responsible security for rent of money let. 
Absolute insurance against lossin every instance 
is unattainable with the greatest caution and 
best judgment. We must this year procure a 
more thorough and particular information as to 
local credits than yet atourcommand. It can 
and should be done, as in many instances re- 
liable detailed knowledge is wanting, liable to 
result in loss. It is submitted, howeyer, that a 
loss of $228.33 in the handling of 5,724 pieces of 
mercantile paper representing nearly three mil- 
lion dollars, cannot be expected to be improved 
on or even maintained at that point. 

‘‘It appears strange, yet it is true, that we 
have shareholders who have something to de- 
posit, too, but still do not. Why, is a riddle. 
As shareholders their interest depends primarily 
on deposits, which they should aid. As a con- 
venience, payment by checks is the best, filing 
these as receipts. This is demonstrated by 
financial statistics of the United States, showing 
that of the enormous Volume of all business 
transactions, 92 per cent. of the whole is carried 
on by commercial credits through kookkeeping, 
leaving but 8 per cent. requiring the handling 
of money.” 


CHARLES F. HOLM. 


Probably no other department of the legal 
profession presents as wide a scope for men of 
talent as that branch of jurisprudence designated 
as corporation law, and among the younger 
generation of New York lawyers to gain distinc- 
tion in this field is Charles F. Holm, who has 
already secured a large practice and made an 
enviable reputation as a talented and successful 
corporation lawyer. 

He was born in this city in 1862, and educated 
in the public schools and the University of Ros- 
tock, Germany, where he took a thorough course 
ana passed seven years. His legal training 
was acquired in Columbia College from which 
he was graduated as a Bachelor of Laws. 

He early devoted his studies tothe civil depart- 
ments of the law and upon commencing prac- 
tice, made a specialty of corporation, mercantile 
and financial laws. He has figured as the suc- 
cessful counsel in many important litigations in 
the higher and federal courts, and secured the 
esteem as well as the respect of the legal fratern- 
ity through his honorable professional methods. 


Mr. Holm’s clientele inciudes some of the 
largest manufacturing companies and commer- 
cial houses in the city. Among them are such 
important interests as the Consumer’s Brewing 
Company, the Eagle Distillery Company, Clau- 
sen & Price Brewing Co., Paine’s Manhattan 
Fireworks Co., J. H. Mohlmau Company, the 
Photo-Engraving Co., and a long list of equally 
prominent concerns. As counsel for the Law- 
yers’ Title Insurance Company of New York, 
Mr. Holm has displayed remarkable qualifica. 
tion as a real estate lawyer, and he is equally 
familiar with the laws as applicable to banking 
and financing, while in the organization and 
formation of several flourishing corporations, he 
has demonstrated his ability as a level-headed 
and shrewd financier. The volume of business 
and legal matters transacted by this gentleman 
is of such proportions as to require the services 
of seven law clerks and office assistants. His 
time has been too assiduously directed to his 
profession to admit of much active participation 
in politics, though he is, however, well and 
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favorably known in social and club circles, copies. This was the first and only failure which 
where his affable manners have madehimmany Mr. Holm mourns, but it was due;to an un- 
friends. fortunate number of circumstances. 

Mr. Holm started the first and only morning He is prominent in the Masonic order and 


CuHartes F, Hom, 


paper in the city of Brooklyn, ‘‘ The Chronicle,” likewise belongs to the Bar Association, the 
in 1893, but owing to that hard year mainly,the Lawyers’ Club, the Parkway Driving Club and 
paper succumbed after running six monthsand the Plattdeutsche Volksfest-Verein, being also 
when it had reached a circulation of over 6,000 counsel for the last mentioned association. 


JouRNAL CARDS AND SUBSCRIPTIONS, 


The attention of bankers is invited to the list of cards of banks and bankers. published under 
the title ‘‘ Bankers’ Directory ” in our advertising pages. The price of these advertisements is 
only $1o a year, and we would be glad to receive orders from banks in different sections of the 
country authorizing their publication. They afford an excellent opporiunity for increasing the 
business of a bank at nominal cost. Interested readers of the Journal are also requested to bring 
the publication to the notice of such of their friends as are not now subscribers, or to send us the 
names of those likely to find a work of this character of value, that we may make direct communi- 
cation. 
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INVESTMENTS. 


DECISIONS AND INFORMATION OF 


KANSAS STATE BONDS, 


The regular monthly report of state treasurer 
Biddle shows a balance in the treasury of $974,- 
119.72. The receipts during the month of 
April aggregated $24,320.08. Theexpenditures 
were $91,566.45. The penitentiary earned dur- 
ing the month, $7,301.91. The insane asylum 
at Osawatomie earned $1,050. School bonds 
were purchased to the amount of $5,125. The 
total amount now invested in school bonds is 
$6,904,650. 31. 

State bonds aggregating $250,000, held most- 
ly by Eastern capitalists, will fall due in 1895 
and 1896. Treasurer Biddle recently addressed 
letters to the holders, asking them whether they 
wanted the money or preferred to take refunded 
bonds ata low rate of interest. Each holder 
promptly expressed a desire to take refunded 
bonds. The Citizens’ Savings Bank of New 
York, which holds $120,000 in 7 per cent. bonds, 
due in 1896, said if the bonds were due now it 
would accept 4 per cent. refunded bonds rather 
than the money. 

Treasurer Biddle says this speaks well for 
Kansas, and indicates that Eastern capitalists 
are still anxious to invest in state securities, re- 
gardless of the panicky conditions which exist 
all over the country. 


VALIDITY OF MUNICIPAL BONDS. 


The following points have been decided by 
the United States Circuit Court of Appeals (6th 
Circuit) in an action by the Woonsocket Institu- 
tion for Savings, a Rhode Island banking cor- 
poration, against the city of Cadillac, Mich., to 
recover upon cettain bonds issued by that city: 

1. Statutory powerto issue ‘‘ bonds” for loans 
lawfully made (How. Ann. St. Mich. § 2717) in- 
cludes power to make the bonds negotiable. 
Brenham v. Bank, 144 U. S. 173, distinguished. 

2. Bonds purporting to be ‘‘refunding bonds” 
issued to take up former bonds “falling due” 
sufficiently comply with the Michigan statute 
requiring each municipal bond to show upon 
its face ‘‘the class of indebtedness to which it 
belongs, and from what fund it is payable.” 
How. Ann. St. $2717; Barnett v. Denison, 145 
U. S. 135, distinguished. 

3. Recitals in bonds issued by a city council 
under statutory authority that they are ‘‘ refund- 
ing” bonds, issued to take up ‘‘old bonds fall- 
ing due,” estop thecity from showing, as against 
bona-fide holders, that the old bonds were in- 
valid, and therefore insufficient to support the 
issuance of the new ones. 


POWER OF MUNICIPAL CORPORATION 


TO ISSUE BONDS, 


The United States Circuit Court of Appeals 
(Seventh Circuit) has decided in the case of the 


INTEREST TO INVESTORS. 

City of Evansville v. Woodbury, that under the 
Act of Indiana of 1847, incorporating the city of 
Evansville, and authorizing thecity ‘‘ to borrow 
money for the use of the city,” the city. has power 
to issue bonds for money so borrowed. The de- 
cision follows the case of Railroad Co. v. Evans- 
ville, 15 Ind. 395. 


TAXATION OF INVESTMENTS OF NON- 
RESIDENTS IN SOUTH DAKOTA. 


The following decision of the Supreme Court 
of South Dakota, was recently rendered in the 
case of Billinghurst v. Spink county: 

1. A non-resident who sends money into this 
state, and surrenders its possession and control 
to agents fully authorized to loan, invest, and 
manage thesame, thereby subjects such prop- 
erty to the jurisdiction of this state for the pur- 
poses of taxation; and the legal fiction that the 
situs of such property is at the domicile of the 
owner yields to the requirements of justice, and 
the actual situs is the place where the property 
is actually situated and employed in business, 
and where such agents reside. 

2. One who owns personal property in this 
state, subject to taxation, that has not been as- 
sessed, is charged with a knowledge of the stat- 
ute which requires the board of equalization, at 
its annual meeting, and at the time and place 
fixed by law, to place such omitted property 
upon the assessment roll, and enter therefor a 
reasonable, just, and uniform taxation; and he 
is also presumed to know that such statute pro- 
vides that he may apply tosuch board in person, 
or by his agent or attorney, at any time during 
its session, for a ccrrection of any alleged errors 
in the listing or valuation of his property, and 
in such cases a notice to such owner is not nec- 
essary. 


THE CENTRAL PACIFIC RAILROAD COM- 
PANY. 


Representatives of the Central Pacific Rail- 
road Company have appeared before the house 
committee on Pacific railways and given their 
views on the Pacific railroad bill introduced by 
Chairman Reilly of Pennsylvania. President 
C. P. Huntington spoke at length. The sug- 
gestion that the first mortgage bonds should be 
retired he combated on the ground that it 
would be necessary to tax the shareholders, of 
whom there were 10,000, and to take the prop- 
erty out of their hands. He said that great 
roads almost never paid their first mortgage 
bonds. They were replaced by other issues. 

The bill submitted to the senate committee 
was not his own plan, but he was pleased with 
it because it outlined a plan by which all the 
creditors would get their money and under 
which the road could live. By selling another 
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issue of mortgage bonds to replace the original 
the government could place $70,000,000 in the 
treasury in ninety days. One hundred and ten 
million dollars would be required for a mort- 
gage bond issue at 2% per cent. to cover the 
debts of the road to the government and all 
other parties, the government guaranteeing all 
the issue. He was certain that the earnings of 
the roads would be sufficient to defray its cur- 
rent obligations. 

Shortly before this Mr. Huntington had been 
telling of the arid lands through which the road 
passed and the loss of business from competi- 
tion. In this connection Representative Sweet 
of Idaho inquired if the probability was not that 
the earnings of the road would continue to fall 
off, but Mr. Huntington replied that he thought 
no more competing roads would be built, and 
that the San Joaquin valley in time would be 
filled with 10,000,000 people. 


BROKER’S COMMISSION ON SALE OF 
BANK STOCK. 


The following has been decided by the su- 
preme court of Nebraska, in Blakeslee v. Ervin. 

Where a party, owner of 260 shares of bank 
stock, each share being of the value of $100, de- 
sired to sell the stock, and agreed with a firm in 
the business of selling real estate and other 
property that, if the firm would find hima pur- 
chaser forthe stock, said firm should receive, as 
a compensation for such services, all of the con- 
sideration received for the sale of such stock in 
excess of the face or par valuation thereof, and 
the consideration for the sale of the stock was 
$26,000, the face value, and theseller to retain a 
dividend then earned of $780, held, that this 
was a sale of the stock for the sum of $780 in ex- 
cess of the face or par value, and, on proof of 
performances of the services contracted for, the 
plaintiffs were entitled to recover the above 
amount. 


ABANDONED FARMS OF NEW ENGLAND. 


The article by Mr. Bennett in yesterday's 
Herald on the abandoned farms of New Eng- 


land is notable for two reasons. It shows that 
the occupation of the land at the west is now so 
extensive that there is little chance for the re- 
sults which formerly led New England farmers 
to leave their homes for the virgin soil of that 
part of the country. Again, Mr. Bennett points 
out very plainly in the contrast between the 
New England crops and those in the southern 
states,that the results in New England are vastly 
superior because our people cultivate their crops 
intelligently. The soil may be poor, but its in- 
telligent treatment brings large results in the 
harvest. He rightly thinks that, if New Eng- 
iand farmers put forth their best energies in de- 
veloping their farms, the results are sure to be 
remunerative, and that there need be no more 
abandoned farms among us.—Boston Herald, 
May 7. 
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CHICAGO MORTGAGES AS 
MENTS. 


INVEST- 


Statement of Peabody, Houghteling & Co., mortgage 
bankers. ; 


‘* The year 1893 was a crucial test of all in- 
vestment securities. The dividends on many 
industrial and manufacturing stocks were greatly 
reduced or entirely wiped out, interest on mil- 
lions of dollars of railway and other bonds was 
defaulted, and hardly a remnant of the so- 
called trust companies, dealing in Western farm 
mortgages, remains. We are pleased to be 
able to say that the interest on our loans has 
been paid with reasonable promptness, consid- 
ering all the circumstances. This is shown by 
the following figures: 


Total interest due in 1893 $683,721.20 


Collected and remitted in 1893. 

Collected and remitted since 
January 1, 1894 

Unpaid April 1, 1894 


$673,669.15 


3.915450 
6, 13655 


$683,731.20 


‘*Our record for the panic year is that on in- 
terest due, amounting to $683,721 20, less than 
I per cent. remains unpaid, and we estimate 
that less than one-fourth of t per cent. will re- 
quire to be collected by legal process. The 
special reports of the sixty-five mortgage loan 
companies licensed to do business in New York, 
Massachusetts and Connecticut in 1893, showed 
that they held loans amounting to $70,000,000, 
and had interest thereon past due, $1,700,000, 
more than 2% per cent. of principal. On Jan- 
uary I, 1894, we had on our books loansof $11,- 
000,000; interest past due, $10,000; past due 
interest less than one-tenth of I per cent. of 
principal. These figures confirm the opinion 
that we have always expressed, and which is 
based on thirty years’ experience, that well- 
selected Chicago Mortgages are the safest and 
most remunerative investments in the world.” 


CHANNELS FOR INVESTMENTS. 


Kewanna, Ind —H. D. Howell, cashier of the 
Kewanna Bank, writes that hecan make very good 
loans on farm lands or on good town property 
at a fair rate of interest, and invites correspond- 
ence with loan and trust companies, or other in- 
vestors. 


Jackson, Mich.—George E. Williamson, en- 
gaged in the land and loan business at this 
place, would like to enter into communication 
with any New York brokers or money lenders 
who place money on farm mortgages or who 
deal in first mortgage loans on real estate—men 
who will place money on good farm lands to 
run five to eight years. He desires to open up 
some new channels for placing first mortgages. 
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THE WEST VIRGINIA DEBT. 


AN OBJECT 


If the details of the failure to adjust 
this debt were written so as to bring the 
facts home to Wall street, new methods 
would be invoked for this class of busi- 
ness. The certificates selling at two 
cents would realize thirty-five, even 
although West Virginia should give no 
better terms than were obtained from 
Virginia, These securities are ‘‘low- 
priced’ only because financial men ex- 
pect holders to act improvidently. This 
state shuns a debt agitation like Vir- 
ginia went through, and Wall street is 
aware that she will not consider any 
proposition unless its acceptance will be 
a finality. 

The true amount of this debt has not 
been Officially determined, but it is 
known to be less than $10,000,000; 
hence, creditors must employ persons, 
whose honor guarantees safety, to ne- 
gotiate a compromise, and the $21,000,- 
coo of certificates must be deposited to 
insure their exchange for such an am.- 
ount of bonds as West Virginia may 
agree to issue. The difficulty is, that 
Wall street parties, who cannot bring 
about a settlementand whom many hold- 
ers decline to employ, are still able, 
after ten years of fruitless effort, to deter 
holders from employing others. A wise 
New York banker writes, in substance: 


‘When such a matter has been at- 
tempted by such a promoter, who en- 
couraged customers to expect large 
profits, no amount of failure will induce 
him to voluntarily give it up. Unless 
about twenty per cent. of holders unite 
to inaugurate a new management, his 
activity and statements will control the 
field, and, as no One has sufficient mo- 
tive to group this twenty per cent., the 
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party referred to will persevere to keep 
control, and nothing of practical benefit 
will be done. The costly and difficult 
part of this undertaking would be, not 
with the state, but to induce holders to 
take intelligent care of themselves.” 


This wise banker seems vindicated 
by the fact that only a million of the 
certificates responded last Fall to the 
Baltimore plan, although it had the 
public support of the most prominent 
men of both states, and although its 
personnel consisted of the gentlemen 
who best combined the elements of suc- 
cess 

The Baltimore plan resulted from a 
year’s conference with those in West 


Virginia who are most followed by their 


people. It was an appeal to public hon- 
esty, and, having no concealments, se- 
cured for creditors a popular sympathy 
which cannot be obtained for a specula- 
tion or for parties who come as specu- 
lators, and which sympathy must exist 
before the legislature will act. But, 
unfortunately, holders were controlled 
by the activity of a promoter who hur- 
riedly developed a crude scheme of his 
own. He proposed that the Virginia 
legislature, then near its close, should 
constitute some of its own members a 
Commission, who, while ostensibly act- 
ing for their state, should be in the pay 
of a syndicate, and that unwilling hold- 
ders should be driven into a pool by a 
resolution forbidding action until the 
certificates were deposited. Of course, 
this wild scheme was defeated as soon 
as the virtuous men in the legislature 
were informed of the facts, and nothing 
was done to advance asettlement. Itis 
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true a commission was subsequently ap- 
pointed, but their instructions are fatal 
to the scheme which was on foot. They 
cannot conclude any settlement, and 
they are prohibited from acting unless 
West Virginia consents to negotiate on 
the basis that she owes one-third of the 
original debt, now represented by §21,- 
e00,c00 of certificates. As she will 
never consent to this basis, negotiations 
will never commence, and itis unlikely 
the commissioners will risk the odium, 
or that a syndicate will risk the cost, of 
an experiment which is certain to fail. 
It may be noted in this connection that 
one of its most influential members has 
already announced that his commission 
ought not to even organize until a new 
management obtains which has the in- 
dorsement of the prominent men of 
West Virginia, and whose personnel is 


popular in that state. These facts seem 


conclusive that progress is impossible 


on the lines heretofore followed, and 
that holders should co-operate in time to 
have their claims successfully presented 
to the next West Virginia legislature. 
But as there is no indication of any in- 
telligent effort in this behalf, it may 
be assumed that the fiasco at Richmond 
will be repeated next winter at Charles- 
ton. 

Probably 80 per cent. of the certifi- 
cates are owned or controlled on Wall 
street, and the situation of this debt in- 
volving nearly ten millions of money, 
illustrates why security holders distrust 
a pool, even when they see its necessity. 
About 5,000,000 of the certificates are 
deposited under a contract impossible of 
performance. These are represented by 
“ stamped ” trust receipts, and are 
quoted on the stock list. Some 3,000,- 
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ooo more are lodged with a trust com- 
pany under a contract which expired in 
1887. The balance are boycotted, al- 
though equally meritorious and equally 
entitled to share in whatever is realized. 

The fruitless management of this debt 
has many features instructive to finan- 
cial men. For example, the ‘‘ stamped” 
receipts were issued under a contract, 
dated in 1890, professing to be made 
between a Mr. Walkerand certain hold- 
ers, and by which he, in consideration 
of his personal management, was se- 
cured a large contingent commission. 

Walker’s name was influential to at- 
tract holders to a pool, because he had 
represented many certificates while in 
business in New York five years before. 
But the question is, whether creditors 
would have deposited if it had been 
frankly disclosed that Walker had lost 
all interest after he moved to Canada, 
and, although his powers could not be 
delegated, did not propose to give the 
matter any personal attention. 

This general subject, thus illustrated 
by the West Virginia debt, deserves 
more attention than it receives. There 
is a vast volume of securities which, 
like these certificates, are worthless un- 
less they receive intelligent and honest 
management, and methods may easily 
be devised to make holders feel safe, as 
well as be safe, from deception and sub- 
terfuge when a proposition comes under 
the auspices of a great financial institu- 
tion. The fact that the certificates are 
further from a settlement to day than 
they were ten years ago, is an object 
lesson presidents of trust companies 
may turn to profitable account. 
CuHaRLestown, W. Va. J. M. Mason. 

May 8, 1894. 
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JAMES. A BLANCHARD. 


Some men attain prominence only in one 
sphere of life, while a very limited few gain 
equal distinction in all the various walks of en- 





ly distinguished in political, social and business 
circles, 
The subject of this sketch was born in Jeffer- 


James A. BLANCHARD, 


deavor, an instance of the latter condition being 
cited in the successful career of James Arm- 
strong Blanchard, of the New York bar, who is 
recognized as an able lawyer, and equally high- 


son County, New York, in 1845, and is the 
youngest child of Philip and Catharine [Drum- 
mond] Blanchard, On his paternal side his 
ancestry runs back to the Huguenots, and on 
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his maternal, he is descended from excellent 
Scottish stock. 

When nine years of age, the parents of young 
Blanchard moved to Fond du Lac county, Wis- 
consin, and settled on a farm which he assisted 
in working until the age of fifteen, when his 
father died,and the entire managementthereafter 
rested upon his shoulders. His mother allowed 
him all the net receipts of the farm, it being his 
intention to devote this money to obtaining an 
education, but, before this was carried out, Mr. 
Blanchard enlisted in the Second Regiment of 
Wisconsin Cavalry Volunteers, serving until the 
close of the war. He subsequently entered 
Ripon College from which institute he was 
graduated in the class of 1871. During his 
course he taught school in order to defray his 
expenses, and thus early displayed a taste for 
literature by editing the college magazine. 

Mr. Blanchard’s legal training was gained in 
Columbia College Law School from which he re- 
ceived his Bachelor of Laws degree in the class 
of 1873. He immediately began the practice of 
law, and soon secured a foothold in legal circles 
where his progress has since been rapid and 
successful, He has always confined his atten- 
tion to the civil departments of the profession 
and made a specialty of corporation matters, 
wills, trusts, and trade-mark cases, in connec- 
tion with which he has appeared as counsel in 
some of the most important and celebrated liti- 
gations, and obtained many favorable decisions 
for his clients. His practice is not only large 
and lucrative, but is composed of the most de- 
sirable clientele,including corporations, publish- 
ing houses and mercantile concerns. Mr Blan- 
chard is the senior counsel of the firm of 
Blanchard, Gay & Phelps, with offices in the 
Tribune Building, his partners being men of 
reputation in the fraternity. 

In politics, Mr. Blanchard is known to New 
Yorkers as a leader in municipal contests, and 
to the Republicans throughout the country as 
an indefatigable worker and successful organ- 
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izer in presidential campaigns. His advice is 
sought in all the important deliberations of the 
party leaders on questions of national, state and 
municipal issues and his views invariably carry 
weight. 

While never seeking political preference or 
office, Mr. Blanchard has frequently been com- 
plimented by his party by his selection for high 
honorary positions, among them the presidency 
of the Republican Club, in which capacity he 
proved an efficient officer. He was one of five 
members of this club who, in the Spring of 1887, 
were appointed a committee for the purpose of 
organizing the National Convention of Repub- 
lican clubs which was held in Chickering Hall, 
this city, in December of the same year. Fifteen 
hundred delegates, representing more than 
1,000 clubs, from twenty-eight states in the 
Union, were present at this convention which 
eventually ripened into the Republican League 
of the United States. Mr. Blanchard was its 
vice-president for the State of New York in 
1888 and 1889, has since been its executive 
member for the State, and chairman ot its Sub- 
executive Committee. For some years he repre- 
sented the Twenty-First Assembly District in the 
Executive Committee of the Republican County 


Committee, and his district is most generally 
known under the soubriquet of ‘‘Silk Stocking” 
district, owing to its wealth, etc. 

In social and club life Mr. Blanchard’s versa- 
tile talents have also made him popular and 
prominent, his membership including the Bar 


Association, Lafayette Post, G. A. R., the 
Republican and Union League clubs and the 
Geographical Society. 

In 1880, he was married to Miss Sallie Med- 
bery, who was born and educated in Massachu- 
setts. She is descended from Colonial and 
Revolutionary ancestry, and is a direct descend- 
ant of Roger Williams. They have one child, 
ason, aged 10, and reside at 3 East Seventy- 
Seventh Street, their residence overlooking Cen- 
tral Park. M. 
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ACCOUNTANCY. 


These columns are intended to embrace topics of interest to accountants, and discussions of, and decis- 


ions upon, matters of law involved in various branches of accountancy. 


Cases bearing upon the management 


and distribution ot trust estates and property are published under this head. These are of importance to 
trust companies, bankers, and all others charged with the management of trust prspertes as well as to ac- 


countants employed to investigate trusts, make reports, and assist in the rendering o 


accounts. 


THE ACCOUNTANT IN THE UNITED STATES. 
Cortributed by Frank Blacklock, Expert Accountant, Baltimore, Md. [13th Article.] 


How to Cet On in the World. 

To command success in this bustling 
age of every kind of financial, industrial 
and commercial enterprise, the public 
accountant must be able to read his 
man as he analyzes a financial balance- 
sheet. 

It is human nature to assume that 
things are being conducted properly 
until it becomes painfully apparent that 
they are going wrong, whereas the 
primary assumption of the experienced 
accountant is that things are going 
wrong until he has proven that they are 
being conducted properly. 

No two men are constituted exactly 
alike, although certain characteristics 
run througn the entire human family. 
While every man has his price, all per- 
sons cannot be bought, but most human 
beings may be won over to your way of 
thinking, by using the proper influences, 
as adapted to their disposition. 

In appealing to ambition, you appeal 
te one of the most influential of human 
feelings, as in this characteristic are in- 
terlaced the two fierce passions of pride 
and avarice. Napoleon ran his army 
on the Red Ribbon of the Legion of 
Honor, as Cesar, had in bygone days, 
carried all before his tenth legion, and 
the old world to-day is largely under 
the domination of the pride that the 
people have been educated to take in 
the divine right of birth, which is anex- 


cellent thing for those who have vested 
rights, but how about the other fellow, 
the submerged tenth, so called, who is 
trying to get a few more of the good 
things of life, besides the right to live 
and enjoy light, air and life free of 
taxes? That this nonsensical idea has 
not taken root in these United States, 
we may all be thankful. What is often 
mistaken for avarice, is only the com- 
mon instinct of self preservation, which 
is largely developed in all successful 
men. 

The few really great 
mercial circles of the present day in this 
country, are those who have been en- 
dowed with the faculty of correctly 
reading the man with whom they have 
been brought into business relations. 
To know when to bully and when to 
beg applies to the successful comple- 
tion of a gigantic railroad reorgani- 


men in com- 


zation as well as to building a great 
empire or successfully launching an in- 
dustrial promotion. 

Never have anything to do with an 
unlucky man, should be restated; never 
have business relations with a man 
whose capacity in reading his fellow 
men has been so limited that his fellow 
men have got away with him in their 
deals and left him with less than they 
found him with. 

Equally to be shunned is the man with 
a vindictive disposition, who will carry 
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a stone for seven years and then in the 
other pocket carry the same stone for 
seven more, until an opportunity is pre- 
sented to throw it at the person against 
whom he entertains an enmity. 

The visionary man, perfectly honest 
and strictly moral, with acertain amount 
of push and enterprise and great faith 
in his own ability, has brought ruin to 
many communities during the past year, 
not having the capacity to rise to the 
occasion by carrying to a successful com- 
pletion the golden bubbles which he 
so promisingly set floating in those flush 
times preceding the recent financial con- 
traction, those so called (local) Napo- 
leons of finance, characterized by that 
able Comptroller of Currency Hon. 
James H. Eckels, as the most dangerous 
men who break into the financial ar- 
rangements of our country. 

How soon does one who studies hu- 
man nature realize the strength of those 
with whom he is brought into contact! 
While the accountant may not have a 
red cross to bestow, or a tenth legion to 
march forward with, still he occupies 
the strong position of one who can get 
in touch with the pocket nerve, that 
cord which leads from the heart to the 
pocketbook. Cold and stupid is the na- 
ture that will not respond to the proper 
manipulation of this medium of com 
munication to the human brain. 

Some rely too much on gratitude for 
past kindnesses, but the man who starts 
to get there, uses thankfulness for favors 
to come with much greater effect for the 
successful completion of his own ends. 
Something in hand for an inducement 
held out in the meantime. 

Great minds seldom flatter, but when 
a truly able man uses this subtle infiu- 
ence in the correct way, all impediments 
vanish, every barrier will disappear, 
for there is nothing so conducive of suc 
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cess as knowing when to say the proper 
thing in the proper way. The occasional 
personal letter to your banker, in which 
your reserve deposit in his very good 
bank, is referred to as a nest egg, that 
only the millennium can disturb, may 
smooth the way for many a future kind- 
ness. 

For an accountant to make a mark in 
his profession is to be strictly true to 
the interest that employs him, in the 
very broadest acceptation of the phrase, 
always considering his fee as a second- 
ary consideration to fully earning it, 


Put the Blame Where it Belongs. 

Public accountants, like Sairy Gamp, 
are as often employed in the financial 
world to assist in starting the books of 
some business venture, which it is the 
fond hope of its promoters, will success- 
fully weather the storms and quicksands 
of a mercantile career, as they are called 
upon to close the accounts of those 
financial wrecks that drop out of the 
fight, and prepare accounts for a final 
court settlement, or make a financial 
(with the finances left out) showing for 
mourning gatherings of creditors at 
those meetings which no one likes to at- 
tend but to which all have to goat 
some time or other in this busy mercan- 
tile world of ours, where the first offer 
is generally the greatest good to the 
greatest number. 

A creditors’ meeting is usually a 
solemn affair to all but the lawyer and 
the accountant. There is Mr. Poor 


Debtor with his lawyer and a few per- 
sonal friends (who will not indorse for 
him however), there is the largest and 
a few large creditors, and then there is 


all the small fry. The whole proceed- 
ings are gloomy in the extreme. 


‘*Well,” remarks one, ‘‘if I had 
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thought such a thing! 
he kept no cash book.”” ‘*Nor did he 
take an account of stock or havea 
balance sheet for several years,” says 
another. ‘‘I knew his grandfather and 
father well, and fine men they were,” 
chimes in a third. 

‘*T understand he had been kiting 
with any and every one, and had notes 
discounted that were signed by his of- 
fice boy,” and so on. 

‘*T see anumber of banks represented, 
but who is here from the Quayside?” re- 
marks the large creditor, who was well 
known for his publicly expressed dis- 
like to innovations on the good old way, 
and those progressive banking maga- 
zines which he facetiously terms the 
‘light literature of banking,” bank bills 
and gold coin being the only bank liter- 
ature he believed in atall. ‘* Mr. Poor 
Debtor was at one time, when I was in 
the board of the Quayside, one of their 
heaviest borrowers; that bank has made 
tarrels of money out of his firm in its 
day.” 

‘*Well,” replied the gentleman to 
whom he spoke, “I rode down town this 
morning with a director of the Quay- 
side bank, and he told me that ever 
since ‘Our New President’ had been in 
office, the BANKING Law JourRNAL had 
formed as mucha part of the bank as 
the minutes of the directors, and now no 
one gets a large line of discounts from 
the bank who does not present a full 
and fair balance sheet when hinted for, 
certified to by a public expert account- 
ant of undoubted integrity; and when 
‘Our New President’ remarked to Mr. 
Poor Debtor about a year since that the 
Quayside had cut loose from old tradi- 
tions and made a suggestion for sucha 
balance sheet, he was surprised to notice 
a shade come over the old customer's 
countenance, who had had an account 


Why, I am told 
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with the bank since his grandfather's 
day and to have him make only a slight 
remark about too much progress being 
made of late years; and so the incident 
passed off, the Quayside worked out, 
and the directors have taken a large in- 
terest in the BANKING LAW JOURNAL 
ever since.” 

‘*Well I declare,” said the large cred- 
itor, whose wealth came from his ances- 
tors’ cabbage garden, which was on the 
outskirts of the city in the early thirties, 
‘*T will have to look into these new 
fangled notions a little myself. I was 
asked at the club the other evening by 
Baron Barnes Newcomb and Sir Harry 
Foker of Forke’s Entire, with whom we 
were negotiating to sell our Bundlecomb 
and New Hope Railway Air Line to 
their English syndicate, if it was our 
custom to have our financial balance 
sheet certified to by a public accountant 
of high standing, and really we all 
looked at each other and they clearly 
saw we hardly understood the question, 
and I am sorry to say the railway is still 
unsold.” 

‘*Gentlemen, please come to order,” 
was at this minute heard from the law- 
yer. “Mr. Large Creditor, please take 
the chair.” 


The accountant then read his report 
showing the condition of affairs and Mr. 
Poor Debtor’s offer of 


1o cents on the 
dollar,in equal installments of 2% cents, 
without interest, payable in one, two, 
three and four years, unsecured,which ali 
were glad to accept, except the one who 
is always at every meeting of creditors, 
who never takes what is offered, and, 
low be it spoken, generally gets more; 
and so this meeting passes into the pro- 
fit and loss history of the persons in- 
terested. 

The only pleasant feature about the 
gathering was the manly way in which 
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the public accountant stood up for Mr. 
Poor Debtor, who though unfortunate, 
was perfectly honest, and who in his 
effortto pull through had discharged his 
bookkeeper, collector, credit man, and 
even his office boy and thereby under- 
took to do the entire office work himself, 
making confusion worse confounded 
when the accountant the 
scene; and when the accountant was 
asked on whom to place the blame, he 
replied: ‘‘Gentlemen, as_ the 
creditors number over 13, you will have 


arrived on 


larger 


to apportion the responsibility for your 
losses by long division; and said one to 


himself, ‘follow the example of the 


Quayside Bank.” 


Advantage of Expert Accountants to 
Investors. 


From ‘‘ The Investor,” Los 


21, 1894.) 


Angeles, Cal., March 


The services of the public accountant, 
or ‘‘expert accountant,” as he is more 
familiarly known on this coast, may be 
made of untold advantage to the invest- 
ing class, were the capabilities of the 
profession only better known and the 
services of its members more sought 
after. Asin all businesses or profes- 
sions, so in that of the public account- 
ant: there are accountants and so-called 
accountants, 


The latter spring up like 
mushrooms or real estate agents, but, 
unlike either of these, an expert is not 
made, molded or perfected in a day, or 
a month, or a year; it takes a long ex- 
perience to make a thoroughly compe- 
tent and reliable accountant. 


In New 
York, Boston, Chicago, Philadelphia 
and other large cities in the east, the 
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advantages of employing a public ac- 
countant are thoroughly understood, 
and corporations, banks, business firms, 
receiv-rs, executors and others gener- 
ally where large investments and other 
interests are involved, are not slow to 
recognize the advantages obtained by 
the employment in a perfectly confiden- 
tial manner of an expert, who brings 
his long and varied experience to bear 
on the intricate problem of the financial 
accounts submitted to his judgment. 

A public accountant is in reality a con- 
fidential adviser just as much as the at- 
torney and just as necessary. Heshould 
be engaged by intending investors to 
give his opinion on the status of the cor- 
poration or firm wherein the investment 
is proposed to be placed. Banks should 
confidentially engage him to analyze the 
statements and reports concerning the 
financial standing of borrowers, whether 
individuals, firms or corporations. 
Stockholders ought to insist on a half- 
yearly, or at least an annual audit by 
disinterested and experienced account- 
ants, of the books of corporations, and 
such reports should be presented to the 
stockholders at their regular meeting. 

All of this is essential to a proper con- 
duct of business, and is so thoroughly 
recognized by the American Association 
of Public Accountants of New York that 
they have established a College of Ac- 
counts, which is under the jurisdiction 
of the University of New York, at Al- 
bany, and diplomas are given by the 
university to successful students, who 
are required to pass a strict examina- 
tion in accounts pertaining to all busi- 
nesses and corporations, as well as to be 
thoroughly versed in fiduciary law. 
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COMFETITION AND CO-OPERATION. 


Competition and co-operation, in any field, is 
a subject worthy of the closest study. It is the 
foundation rock of our mercantile life and if 
properly laid, will aid us in our efforts, to make 
a success of business ventures. Weighing it, 
from our standpoint as bankers, we should first 
investiyate our celling. 

By consulting the dictionaries, we find, ‘* that 
a bank in its simplest form, is an institution 
where money may be deposited for safe keep- 
ing.” To be the custodian of anything worthy 
of value and merit, we must, at least, com- 
mand confidence. By our actions, our deport- 
ment, and our business methods, do we beget 
this confidence. The confidence placed in the 
banker is of a nature more delicate and ob- 
viously different, from that placed in the mer- 
chant, who transacts business, in hisown name, 
and by his own wealth. Recognizing this fact, 
as being the fundamental principle of our pro- 
fession, the prudent banker, who not only 
builds for the present butis ever watchful of the 
future, will weigh carefully his business prin- 
ciples and seek out the best method to improve 
the bank’s condition and thus will he soon be 
brought to face the subject of my text, *‘ Com- 
petition” and later on, perhaps, ‘‘ Co opera- 
tion.” 

Competition may be carried to such an ex- 
tent, occasioned by severe business rivalry and 
jealousy, as to thoroughly disrupt and break 
down the forces we seek and need to prolong 
and extend our business life and career. 

The banker, in his eagerness to enlarge the 
volume of business, will depart from paths of 
prudence and will be tempted to lay the action 
at the feet of competition. 

In looking into the causes of failures amongst 
bankers, we will find tne primary cause ‘* com- 
petition,” but as I would consider better named, 
‘* business rivalry.” Especially so has this been 
the case in newer communities. We find the 
past, ripe with the experience of hundreds who 
invested in bank stocks, who, to-day, bemoan 


Address made by J G. Lowdon before the Texas 
Bankers’ Association, at Fort Worth, Texas, on May 
10, 1894. 


their losses. Tracing the source of these losses 
we find, that the field of banking has been too 
fully occupied and the banks, from sheer neces- 
sity to procure business, were compelled to ex- 
ercise that degree of competition, that passed 
from the stage of emulous contest, to the bitter 
shores of business rivalry and later on, destruc- 
tion. 

Competition, when conducted in a spirit of 
emulation, is conducive of much gocd. It not 
only increases our energies, but produces that 
bond of fellowship that should always exist 
amungst those whose interests are founded upon 
confidence. Competition, thus employed, pro- 
duces, what we are pleased to call, ‘‘ Co opera- 
tion.” Inno other sense can we secure that de- 
gree of cooperation that bankers should in- 
spire and command. During the severe trials 
of iast year, when the banking houses of the 
country were called upon to produce in a single 
moment what they had so long labored for, (I 
refer to the funds entrusted to their care), we 
found them appealing t» each other for that co- 
operation so necessary in such hours of 
anguish. We found the country banks apply- 
ing to the city banks, the city banks to the 
clearing houses, each, in turn, exhibiting to the 
world at large what a grand principle co opera- 
tion is when honestly applied. In reviewing 
the critical times of last year, are we not tempted 
to ask if this co-operation could have been se- 
cured, had competition been carried on, by our 
sister banks in the larger cities on the line of 
business rivalry? Well know we what the re- 
sult would have been had such been the case. 

Let us each draw from the course of the banks 
of New York city during those days an object 
lesson worthy of our attention, study and emu- 
lation. Let us each carry into our business ac- 
tivities that degree and spirit of competition 
that will immediately call forth, when needed, 
worthy co-operation. 

No set of men, so keenly alive to the wants of 
the public, so thoroughly in touch with the con- 
ditions of the times, more so than bankers, need 
that superlative degree of honest emulation, 
named competition, from which can be deducted 
that fitting capstone to our lives, ‘‘ confidence.’ 
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THEODORE SUTRO. 


Among the comparatively few lawyers in this 
city who have won an international as well as 
national reputation in their profession, and 
whose names are almost as familiar in other 
lands as here, there are few who are more con- 
spicuous than Theodore Sutro. 


during his college career. Atan early age he 
selected the legal profession as his life work. 
After leaving Harvard he attended lectures at 
the Columbia College Law School, and was 
graduated in 1874 with the degree of LL.B. and 
admitted to the barinthe same year. He began 





THEODORE SuTRO, 


Mr. Sutro is a native of Aix-la-Chapelle, 
Prussia, and was born in 1845. His father died 
in 1847, and three years Jater his mother came 
to this country and settled in Baltimore with 
her 5-year-old boy. His early education was 
obtained in the Baltimore City College and Phil- 
lips Exeter Academy.N.H.,and he was graduated 
with the degree of A. B. from Harvard College 
in 1871. He was a very diligent student, and 
won distinction in many branches of learning 


practice without delay and chose the civil bran- 
ches of the Jaw for his work. 

His legal career soon demonstrated that cor- 
poration law was his forte and he early became 
actively identified with important financial and 
mining projects. He has shown a wonderful 
facility and sound judgment in bringing order 
out of chaos in the reorganization of corpora- 
tions which had been brought to the verge of 
bankruptcy by poor business policy and bad 
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management. One of the most prominent ex- 
hibitions of his skill in this line was shown in 
the Sutro Tunnel Company’s affairs, which had 
been brought to adeplorable state by poor man- 
agement; but by his brilliant legal manoeuver- 
ing and skilful financiering he placed the com- 
pany upon a sound basis, in the formation of 
the Comstock Tunnel Company as its successor. 

In the reorganization of the Sutro Tunnel 
Company Mr. Sutro was heavily handicapped 
by the action of three disgruntied stockhold- 
ers, who afterward brought suit against the 
Union Trust Company, the Comstock Tunnel 
Company, directors of the Sutro Tunnel Co., 
J. and W. Seligman & Co., Ladenburg, Thalmann 
& Co., E. W. Clark & Co., Maitland, Phelps & 
Co. and others, to set aside the reorganization 
onthe ground of fraud. After four years of 
bitter litigation in the federal courts, the case 
was finally decided in favor of the Comstock 
Tunnel Company and other defendants by Judge 
Hawley, of the United States circuit court 
for the district of Nevada, who rendered his 
decision in March of the present year. The 
decision is not only a legal triumph but is also 
a strong and conclusive vindication from the as- 
persions the plaintiffs attempted to cast upon Mr. 
Sutro. From 1889 to May of the present year 
Mr. Sutro had been a member of the firm of 
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Salomon, Dulon & Sutro, which was of counsel for 
the German and Austr'an governments as well 
as for the German Savings Bank of New York 
city,the Germania Life Insurance Company, the 
German-American Bank, the Hamburg-Bremen 
Fire Insurance Company, the German Club and 
other large corporations and financial institu 
tion many of which still retain Mr. Sutro as 
counsel, ex-Governor Salomon having retired 
from active practice and taken up his residence 
abroad. 

The prominence which Mr. Sutro has achieved 
asalawyer has been extended by his manly 
qualities to socia'! and club circles, and he en- 
joys a widespread popularity among a host of 
warm friends and distinguished public men. He 
is a member of the City and State Bar Associa- 
tions, Society of Medical Jurisprudence, the 
Harvarc, German and Drawing Room clubs, 
Phi Beta Kappa Alumni, Patria Club, New York 
Genealogical and Biographical Society, German 
Society. German Hospital, German Polyklinik, 
Societies for the Prevention of Cruelty to Ani- 
mals and Children, and many other civic and 
social organizations. 

In 1884, Mr. Sutro married Miss Florence 
Clinton, an accomplished and talented society 
lady, who is recognized both for beauty and the 
high order of her intellectual attainments. C. 


BANK TAX REPEAL DEFEATED. 


The house on June 6 defeated 
tional repeal of the state bank tax by a vote of 
102 to 172, on the amendment of Mr. Cox of 
Tennessee, to the Brawley bill, which proposed 
to remit the tax on certificates issued by the 


the uncondi- 


banks during the panic of last summer. The 
Brawley bill, itself, was also defeated. 

This bill was the result of the initiative taken 
by the internal revenue office for the assess- 
ment of a tax upon a number of banks, princi- 
pally in the southern states (who had been less 
guarded in the issue and use of their clearing 
house certificates than banks in the east, and 
who had apparently committed a technical vio- 
lation of the law), but when appeal was made 
to congress these proceedings were suspended. 

Mr. Springer, in reporting the relief bill back 
from the banking committee, said: ‘* The com- 
mittee has carefully considered ‘the question in- 
volved, and, being of the opinion that the pen- 
alties, if legally incident, should not be en- 
forced in the present instance, recommend that 
the bill do pass.” 

Commissioner of Internal Revenue Miller 
says that the defeat of the Brawley bill will 
not result disastrously to any one or to the gov- 
ernment. The attorney-general rendered an 
opinion last fallon samples of alleged money 
submitted to him, that they were not subject to 


tax, and on that state of the case all efforts on 
the part of the internal revenue officers to tax 
or to ascertain how much so-called money cer- 
tificates or scrip had been issued, ceased. No 
such alleged money, the commissioner says, is 
now in use anywhere, 

A correspondent of the Philadelphia Record, 
writes: ‘‘ It is generally conceded that no posi- 
tive legislation on the currency can be obtained 
during the present session of congress. Repre- 
sentative Coombs, of Brooklyn, is confident that 
the result has greatly strengthened his bill for 
the appointment of a currency commission to 
deal with the financial problem during the re- 
cess of congress; and he wiil ask an early hear- 
ing on the subject from the house committee on 
banking and currency. He will probably offer 
an amendment to the bill. making the chairman 
of the banking committee, by courtesy, a mem- 
ber of the commission, in order that any plan 
reported at the next session may have some 
official defender on the floor of the house. 

‘*It is understood that the president and 
treasury officials would not be averse to the 
careful consideration of the banking problem by 
such a commission as Mr. Coombs proposes,and 
itis possible that the president will recommend 
this solution of the matter in a special message, 
if it requires such action to unite the party. 
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ais department is carried on for the benefit of all subscribers, who are entitled to submit questions of gen- 
eral interest, and expect prompt and careful consideration thereof, without charge. The names and place 
of those submitting inquiries are published, unless special request is made to the contrary. 


Certification of Altered Check. 


N. Y., May 18, 1894. 
Editor Banking Law Journal: 


Dear Sir:—If the following case is of general 
interest enough to warrant its publication ia 
your department of inquiries and correspon- 
dence, should be pleased to have your decision 
in the matter. 

The following are the facts: 

Check was obtained under false pretenses, 
amount say $100. 

The drawer orders bank not to pay same. 

A few days later the payee is arrested ona 
charge of passing worthlesschecks, is convicted, 
and sentenced to penitentiary for one year, the 
above-mentioned check being found on his per- 
son, and given, for safekeeping to the ‘‘ prop- 
erty clerk.” 

The bank receives a newspaper recording the 
recovery of the check. 

The drawer demands of property clerk that 
his check be delivered up to him, but is refused 
on the ground thatit may be useful as evidence, 
but this is not known to bank. 

Payee serves out his time, is released, and 
property clerk turns over to him the check in 
question, without notifying drawer, or bank. 

Payee alters date of check from January 17, 
1893 to March 29, 1894, which enables him to 
procure certification of same, and he succeeds 
in cashing it at another bank, through a friend 
who has an account there, and who alsoen- 
dorses. 

1. Who must bear the loss involved in the 
payment of this check? 

2. The payee having been again apprehended, 
can a charge of forgery be brought against him, 
for altering date of check, or is it a case of 
grand larceny or ‘‘ false pretenses?” 

Yours respectfully, 
CASHIER. 


1. As between bank and check drawer, 
the bank cannot charge the latter with 
the amount of the check. Eliminating 
the question of the effect of alteration of 
the date as a nullification of the check, 
the drawer had stopped its payment; 
consequently payment by the bank was 
unauthorized and not chargeable. 

2. When the payee altered the date 
of the check, he vitiated it and made it 


unenforceable, even in the hands of a 
bona fide holder without notice. Craw- 
ford v. West Side Bank, oo N. Y., 50; 
Vance v. Lowther, 1 Exchequer Div., 176. 

3. The payee obtained certification of 
the vitiated check by the bank, trans- 
ferred it for value, and the bank sub- 
sequently paid it to the transferee. 

It is established law in New York that 
a bank by certifying a check in the 
usual form, simply certifies to the gen- 
uineness of the signature of the drawer, 
and that he has funds sufficient to meet 
it, and engages that those funds will 
not be withdrawn from the bank by 
him; and that it does not warrant the 
genuineness of the body of the check as 
to payee, amount or other particulars. 
Thus where a bank certified a check 
which had been altered by changing th 
date, name of payee, and raising the 
amount and subsequently paid the same, 
it was adjudged entitled to recover back 
the money as paid by mistake. Marine 
National Bank «. National City Bank, 59 
N. Y., 67. See also, Clews v. Bank, 89 
N. Y., 418. 

4. The law cited in the preceding 
paragraph would authorize recovery by 
the certifying bank where it had certi- 
fied and paid an altered check under 
ordinary circumstances, Did the fact 
that the drawer had previously stopped 
its payment, charge the bank with such 
knowledge of infirmity in the check, as 
to render its subsequent certification a 
negligent act, and estop the bank from 
recovering the money from an innocent 
purchaser after certification? 

We reserve this point for discussion 
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in the next issue, wherein we will review 
the case of Clews v. Bank of New York, 
which went to the New York court of 
appeals three times (89 N. Y , 418; 105 
N. Y., 398; 114 N. Y., 70) and bears a 
certain analogy to the subject. 

5. Concerning criminal procedure 
against payee, the alteration of the date 
with intent to defraud constituted for- 
gery. 


Lien of State Bank in North Dakota 
Upon Shares. 


, NortH Dakota, May 29, 1894. 
Editor Banking Law Journal: 


Dear Sirk:—A has $2,000 stock in a bank in 
this state which he becomes indebted tv. He 
also owes Bon a promissory note and assigns 
his bank stock as security without having same 
transferred on books, Can the bank hold a 
prior lien on the stock for A’s indebtedness to it? 

CASHIER, 


No. Section 19 of the banking act 
of 1893 (similar to a section of the law 
of 1891) provides as follows: 

** No association shall make any loans 
or discounts on the security of the 
shares of its own stock, nor be the pur- 
chaser or holder of any such shares, 
unless such security or purchase shall 
be necessary to prevent loss upon a 
debt previously contracted good 
faith, and stock so purchased or ac- 
quired shall within six months be sold 
or disposed of at putlic or private sale.” 

This language is almost identical with 
that of the national bank act, under 
which numerous decisions have been 
been made to the effect that no national 
bank can, by any by-law, create any 
lien upon shares of stock in the bank to 
secure the payment of indebtedness 
which the owner of shares may contract 
to the bank; the reason being that na- 
tional banks being prohibited by statute 
from loaning money to stockholders on 
the security of their shares, they can, of 


in 
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course, have no power to create a lien 
on their stock for stockholders’ indebt- 
edness. 

State banks in North Dakota are in 
the same boat with national banks in 
this particular. 


Discount of Note of Non-tradine Part- 
nership—A Warning to Bankers. 


WIsconsIN, May 15, 1894. 
Editor Banking Law Journal: 


Dear Sik:—A gave his note to B and C,a 
firm of attorneys. B indorsed the firm name 
and discounted with bank, and applied proceeds 
to his own use. A is insolvent, B has disap- 
peared, and C denies B’s authority to indorse 
and discount note in name of firm. Has bank 
any recourse against C? 

BANKER. 


A case which governs this transaction 
was decided in Wisconsin in 1875. One 
partner of a law firm, gave the partner- 
ship note in payment of rent. Both 
partners being sued on the note, the 
non signing partner denied that his 
partner had authority to execute the 
note. The court said: 

‘*The partnership of the defendants 
was not a trading or commercial one, in 
which one partner may bind the firm by 
bill or note drawn or given in the firm 
name in all transactions within the ap- 
parent scope of the partnership business. 

* * * We gather from all the au- 
thorities that the distinction between a 
trading and a non-trading partnership, 
in respect to the power of a partner to 
bind his copartner by negotiable instru- 
ments, is not limited to a mere presump- 
tion of such authority in one case and 
the absence of such presumption in the 
other; but we think and must so hold, 
that one partner in a non-trading part- 
nership cannot bind his copartner by a 
bill or note, drawn, accepted or indorsed 
by him in the name of the firm, not even 
for a debt which the firm owes, unless 
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he have express authority therefor from 
his copartner, or unless the giving of 
such instruments is necessary to the 
carrying on of the firm business, or is 
usual in similar partnerships; and that 
the burden is upon the holder of the 
note who sues upon it, to prove such 
authority, necessity or usage.” 

The court further says: ‘“‘It may be 
proper to remark in this connection, by 
way of illustration, that it is probably a 
usual practice for one partner in a firm 
of attorneys to draw bills in the firm 
name upon clients for services and dis- 
bursements; also checks upon banks 
for partnership funds; and perhaps, also, 
to transfer notes belonging to the firm, 
by indorsement. In actions involving 
questions of the validity of such bills, 
checks or indorsements as against the 
other partners, the party asserting their 
validity would be bound to establish it 
in the manner above indicated,” 

From this, it will be seen, the bank 
has no remedy against C; and the bring- 
ing of this transaction to public atten- 
tion through these columns may be 
of use in showing banks the distinction 
between trading and non-trading part- 
nerships in the character of liability 
assumed. 


Iindorser Moving to Another State. 


ILL., May 10, 1894: 
Editor Banking Law Journal: 
Deak SIR‘—We purchased a note from the 
payee, who indorsed it to us as follows: 
‘* For value received, I hereby guarantee pay- 
ment of the within note, and waive demandand 
notice of protest on same when due.” 


The indorser has removed to Califormia. and 
the maker isin bad shape financially. Notwith- 
standing the clause waiving protest, is there 
anything in the law of California which the in- 
dorser could take advantage of to our prejudice 
in case we failed to protest? 

CASHIER, 


The note being made and payable in 
Illinois and the contract of indorse- 
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ment or guarantee being made in that 
state, the law of Illinois governs; and 
only those things would have to be done 
by the bank as holder of the note which, 
under the law of Illinois, would perfect 
its right of action against the guarantor, 
upon non-payment at maturity. Having 
waived demand and notice of protest, no 
protest would be necessary to hold him. 
There being an absolute guaranty of 
payment, non-payment at maturity 
would be a breach and entitle the bank 
to sue the guarantor at once without 
waiting, were he an indorser simply, 
until the maker was first sued, or show- 
ing that suit against him would be un- 
availing. 

Should suit have to be brought in Cal- 
ifornia, the following synopsis of Cali- 
fornia decisions is pertinent: 

1. Law of place where contract is to 
be executed governs. 1 Cal. 448; 14 
Cal, 171. 

2. Law of forum may regulate remedy 
but cannot destroy an existing right of 
action. 10 Cal. 305. 

3. The common law presumed to pre- 
vail in other states, except Florida, 
Louisiana and Texas. 61 Cal. 622; 39 
Cal. 540. 

4. Laws of any other state must be 
averred and proved as facts. 15 Cal. 
254 ; 67 Cal. 458. 


Remedy Against Indorser of Lost Draft. 


Oun10, May 29, 1894. 
Editor Banking Law Journal: 


Dear Sir:—A little over a year ago we pur- 
chased a draft drawn bya bank in interior of 
state on a Cleveland bank. Draft was lost in 
the mail between here and our Cleveland cor- 
respondent, On discovery, we demanded a 
duplicate from both bank that drew the draft 
and also the indorser,butbefore we could obtain 
duplicate the drawing bank closed its doors. 
Can we recover from the indorser? 

A, M. 


The statement of fact does not dis- 
close that any demand of payment was 








464 THE BANKING 
made on the drawee (notwithstanding 
the loss) and notice of dishonor given 
the indorser. It is well settled that the 
loss of a bill or note is no excuse for 
want of a demand, protest or notice, 
because it does not change the contract 
of the parties, and the drawer and in- 
dorser will be at once discharged if 
there be failure in respet to the essen- 
tial steps. Zhackray v. Blackett, 3 Camp. 
164; Blackie v. Pidding, 6 M. G. & S., 
196; Adorn v. Bosworth,1 R. 1., 401. 
Demand could have been made upon a 
copy. If this essential step of demand 
and notice had been taken, recourse 
could be had against the indorser; other 
wise not. 


Discharge of Mortgagor by Creditor’s 
Extension to Crantee. 


Purchaser of land,assuming mortgage, becomes as be- 
tween himself and mortgagor, principal debtor 
and mortgagor surety--Will extension of time by 
mortgagee to purchaser discharge mortgager?-- 
Conflict of authorities stated. 





BLAcK RIVER FALLs, Wis., May 29, 1894. 
Editor Banking Law Journal; 


DEAR Sirk: Please favor me with an answer 
to the following question through the columns 
of your valuable journal, 

Jones buys from Smith some real estate giving 
in part payment a mortgage on some property. 
Jones then sells to Brown who assumes the pay- 
mentof the mortgage which is past due. Brown 
arranges with Smith for an extension of time 
for a valuable consideration without the knowl- 
edge or consent of Jones. Question, is Jones 
released from personal liability on the notes? 

CASHIER, 


It is a well settled rule that where the 
purchaser of mortgaged premises as- 
sumes in the deed, or covenants, to pay 
the mortgage, he becomes, as between 
himself and the mortgagor, the principal 
debtor, and the mortgagor is only his 
surety. This rule is recognised in Wis- 
consin in the case of Palmeter v. Carey, 
63 Wis., 426. 

But unless the mortgagee has assented 
to the arrangement, he may treat both 
mortgagor and purchaser, as principal 
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debtors, and may have a personal de- 
cree against both, 

If thereafter the mortgagee grants an 
extension of time to the purchaser, with- 
out the consent of the mortgagor, will 
this act change the relation of mort- 
gagor to him to that of surety, and re- 
lease such mortgagor from liability? 
Upon this question there is, unfortu- 
nately, a conflict of authority. 

In Union Mutual Life Ins. Co. v. Han- 
ford, 27 Fed. Rep. 588, the U. S. Cir- 
cuit court in Illinois hold that where 
the grantee of a mortgagor assumes 
payment of a mortgage debt, and ob- 
tains from the mortgagee an extension 
of the period of payment, the mortgagor 
is discharged from personal liability to 
the mortgagee, and no decree for a de- 
ficiency can be entered against him. 

The same rule is recognised in New 
York and Maryland (Calvo v. Davis, 73 
N. Y., 215; Murray v. Marshall, 94 N. 
Y., 611; Spencer v. Spencer, 95 N. Y., 
353; George v. Andrews, 60 Mo., 26.) 

The Iowa supreme court, however, 
hold a contrary doctrine. In Corbett v. 
Waterman, 11 lowa, 86, it is held that 
while between the mortgagor and a pur- 
chaser assuming the mortgage debt, the 
relation is that of surety and principal, 
the relation of the mortgagor to the 
mortgagee remains that of principal, 
and this relation will not be changed by 
an agreement between the purchaser 
and mortgagee for an extension of time. 

A similar view is taken in Missouri in 
Life Ins. Co. v. Mayer, 8 Mo. App., 19. 

We will not take space to present the 
opposing theories which underlie the 
conflicting rules announced, They can 
be fully learned from the cases we have 
cited. In Wisconsin, the question has 
never been decided by the supreme 
court, so that there can be no authorita- 
tive statement of the law in that state. 
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CURRENT NEWS AND TOPICS. 


Embracing Items of Interest in all the States. Readers are requested to communicate matters arising locally- 
to enhance the interest and value of this department. 


GENERAL ITEMS. 


The paragraph in the May Journal to theeffect 
that the Iowa State National and other banks 
had suffered by the operations of the check 
raisers who recently visited Sioux City, was 
erroneous so far asit referred to the bank 
named, that institution not having been visited 
or injured by the *‘ gentlemen.” 


The New Orleans Picayune reports the cap- 
ture of the clever forger who visited that city 
last January and succeeded in victimizing 
several of the banks on raised checks. His 
name is Robert Bowman, and he is now behind 
the bars at Des Moines, Iowa. 


AcTION OF BI-METALLIC LtaGugE. The Bi- 
metallic League convened at Washington, D. 
C,, May 23, considered the report of the com- 
mittee on resolutions. As finally adopted they 
declare the league is unalterably opposed to the 
further issue of interest-bearing bonds, that be- 
fore casting their votes for congressmen, the 
members of the league will require assurances 
of adherence to the free coinage of silver and 
gold and ata 16to1 ratio, and a pledge that if 
a bill providing for such coinage is passed by 
congress, and vetoed by the President, they will 
work for and vote to pass the bill over the Pres- 
ident’s veto; thatif the election of president is 
thrown into the house they will vote only for 
the person in favor of free coinage; denounce 
the present system of national banks as the 
monumental monopoly of the nineteenth cen- 
tury. 

They recommend the enactment of a system 
of currency that will insure a per capita circu- 
lation of $50, to be made up by the free coinage 
of silver and gold at 16 to 1, and the issue of 
treasury notes; assert the discontinuance of the 
issuance of the silver money and the repletion 
of the treasury by bord issues is burdensome 
on the masses; declare that it is the duty of the 
secretary of the treasury to coin the bullion now 
in the treasury and to pay interest on the public 
debt with silver, and demand the issue of $450,- 
000,000 of non-interest-bearing notes of small 
denominations. 

A resolution was adopted arreigning congress 
for legislation which it was alleged had bur- 
dened the people by benefiting the creditor class 
at the expense of the producing class, the issue 
of interest bearing bonds and demonetization of 
silver being especially denounced. 


A MOVEMENT FOR INTERNATIONAL BI-METAI- 
1sM —Fifty of Chicago’s best known bankers.mer- 
chants and manufacturers have pledged them- 
selves to international bi-metallism. A num- 


ber of prominent financiers recently prepared 
this statement: 

‘The committee is formed for the purpose of 
promoting the establishment of international bi- 
metallism upon the general plan of the Latin 
union, but with a broader basis. Those con- 
cerned in the movement. while earnestly op- 
posed to free coinage of silver or any increased 
use of silver by this country, indepencent of in- 
ternational action and agreement, believe that 
repeal of the purchase clause of the Sherman 
act affords a fitting and fortunate opportunity 
for advancing the cause of international bi- 
metallism. They believe that the day is not far 
distant when the necessities of commerce will 
compel the international use of silver as well as 
of gold in the currencies throughout the world.” 

Franklin H. Head, who was appointed secre- 
tary of the committee, is obtaining signatures. 
Among those already obtained are those of 
Marshall Field, Lyman J. Gage, George M. 
Pullman, Philip D. Armour, Franklin Mac- 
Veagh, H. H. Porter, John R. Walsh, H. H. 
Kohlsaat, O W. Potter, John DeKoven, J. W. 
Doane, T. B. Blackstone Victor F. Lawson, 
William Penn Nixon, Joseph Medill, Robert T. 
Lincoln, Erskine M. Phelps, Marvin Hughitt 
and H. N, Higinbotham. 

Secretary Head says: ‘‘If England will enter 
an international agreement to accept a bi-met- 
allic system,every other great power will do the 
same and gold will cease to appreciate, prices 
will stop falling and prosperity will be univer- 
sally restored. If there is not some kind of a 
change soon India will be as bankrupt as Ar- 
gentina, Guatemala, Turkey and Egypt are 
now, and England knows it. That is why the 
time is ripe to make a move for international 
bi-metallism.” 


Mr. HamMonp’s PLAN TO Get GoLp, In are- 
centinterview Vice-President Hammond, of the 
National Bank of Illinois, said: ‘*‘ There isa 
good deal of talk just now about the probability 
of another issue of government bonds on ac- 
count of the inroads being made on the $100,- 
000,000 treasury reserve by gold shipments. As 
matters stand now such a step would seem to be 
the one most likely to be taken, but there would 
be no necessity for it if the government would 
assume a little different attitude toward the 
bankers and meet them half way in an effort to 
solve this problem. There is plenty of gold in 
the country, and there are other and,in my 
opinion, better ways to get it than by a bond is- 
sue. For instance, this bank has now about 
$2,000,000 in gold coin on hand. Let the gov- 
ernment give us a gold treasury certificate for 
$1,000,000 of it, and legal tenders for the other 
$1,000,000, and we would turn it all into the 
treasury. Iam confident that banks all over 
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the country would be willing to do the same 
thing, and that in this way all the gold neces- 
sary to keep upthe reserve could be secured. 
This would be one of the simplest methods that 
could be pursued, and it would go a great way 
toward restoring the confidence of the people, 
whereas the effect of a bond issue would be to 
cause more or less dissatisfaction in certain 
quarters, whether the dissatisfaction was justi- 
fied or not.” 


ALABAMA. 


The fifth annual convention of the Alabama 
Bankers’ Association will be held at Point Clear, 
Ala., June 12, 13 and 14. 


ARKANSAS. 


F. H. Heap. In the present Journal we have 
pleasure in giving our readers the able address 
of Mr. F. H. Head of Pine Bluff, on the subject 
of financial panics. In May, 1873, at the age of 
17, Mr. Head, following a strong inclination for 
commercial affairs, entered the old First Na- 
tional Bank of Moline, Illinois, as messenger; 
gradually by close attention and devotion to 
duties advancing successively to position of 
collector, bookkeeper, teller and assistant to 
cashier. At the expiration of ten years service, 
with strong expressions of commendation by 
the bank’s management, accompanied by a 
handsome testimonial of esteem, he departed 
for Washington, Kansas, to take the cashier- 
ship of the First National Bank of that place. 
Later, desiring a larger business fieid, he dis- 
posed of his interests in the Washington bank, 
removiny to Clay Center, Kansas, and with as- 
sociates purchased the Republican Valley Bank, 
reorganizing it as the First National Bank, Mr. 
Head being made cashier. The bank pros- 
pered highly from the very first,rapidly growing 
in business and favor. 

He was afterward cashier of the People’s Na 
tional Bank of the same place, and the success 
attained in previous undertakings followed in 
this. He resigned this position in the latter 
part of 1889 to accept an offer of northern capi- 
talists of the cashiership of the Bank of Pine 
Bluff, Arkansas, then organizing. During the 
summer of 1890 Mr. Head was invited to the 
cashiership of the old Merchants’ and Planters’ 
Bank of that city, which he accepted and which 
position in that most worthy and excellent in- 
stitution he now occupies. 


ILLINOIS. 


The reports of state banks, showing their con- 
dition on the morning of May 17, as calied for 
by Auditor Gore, have all been received and 
tabulated by the auditor. There are 123 state 
banks in Illinois, and the figures show an in- 
erease of $6,500,000 in total resources since 
February 28, 1894, when the last call was made, 
and an increase of $6,000,000 in deposits. The 
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average cash reserve held by the banks is 43 
per cent. 


The reports of the condition of Chicago banks 
on the morning of May 17 show total deposits 
of $73,503,619, an increase of $4,700,000 since 
February 28 when the last call was made. Com- 
pared with a year ago savings deposits are 
about $5,000,000 less, individual deposits 
$3,000,000 more, and bank deposits $2,000,000 
more, leaving the aggregate about the same. 
Cash and sight exchange amounts to $33,873,781, 
showing an average reserve of 45 percent. with 
which to meet deposits. 


INDIANA. 


The question of deduction of indebtedness by 
national bank stockholders in fixing the taxable 
value of their shares will soon be taken into 
court at Wabash, Ind. 


IOWA. 


Srare Banks. The following is the act ‘* pro- 
viding for the better security of state banks,” 
which was passed by the late legislature of lowa 
and approved April 24: 

Section 1, No director or trustee of a state 
bank shall as such receive any pay or emolu- 
ment for his services, and no trustee, officer or 
servant of such state bank shall, directly or in- 
directly, in any manner, use the funds of the 
said bank, or its deposits, or any part thereof, 
except for regular business transactions, and all 
loans made to said directors, officers, servants 
and agents of the bank shall be upon the same 
security as required of others and in strict con- 
formity to the rules and regulations of the bank; 
and all such loans shall be made only by the 
board and shall be acted upon in the absence of 
the party applying therefor. Reasonable com- 
pensation may be paid to the officers of the 
bank as may be provided for in the by-laws. 

Section 2. The total liabilities to any state 
bank of any person or of any company, corpor- 
ation or firm for money borrowed, including 
in the liabilities of a company or firm,the liabili- 
ties of the several members thereof, shall at no 
time exceed 20 per cent. of the capital stock 
actually paid in. 

Section 3. Any officer, agent or clerk of any 
state bank who shall wilfully and knowingly 
subscribe or make any false statements or false 
entries in the books of said bank, or shall know- 
ingly subscribe or exhibit false papers, with the 
intent to deceive any person authorized to ex- 
amine as to the condition of said institution, or 
shall wilfully and knowingly subscribe and 
make false reports, or who shall wilfully and 
knowingly divert the funds of the benk to other 
objects than those mentioned in its certificate ot 
incorporation shall be deemed guilty of felony 
and upon conviction thereof shall be fined not 
exceeding five thousand dollars ($5,000) and be 
imprisoned in the state prison not less than two 
nor more than five years, and be forever after 
incapable of holding office in any state bank in 
this state. 
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Section 4. The board of directors or trustees 
of each state bank shall annually appoint trom 
its members an examining committee, whose 
duty it shall be to examine the condition of the 
bank at least once every quarter, and shall re- 
port to the board, who shall have said report 
recorded in the minute book of the bank. 


KANSAS. 


Nores PAYABLE IN GOLD, State Bank Com- 
missioner Breidenthal has sent a circular letter 
to all state and private banks in Kansasin which 
he forbids them to sign notes in which they con- 
tract to pay their obligations in anything except 
the legal tender of the United States. In the 
letter he says: 

‘*T am informed that New York banks require 
banks that borrow of them to sign notes pay- 
ablein gold. In this connection, I| desire tocall 
your attention to chapter 99 of the Laws of 
Kansas of 1893, and request that hereafter all 
banks under the control of this department re- 
frain from signing any note or other obligation 
payable in anything other than lawful money of 
the United States.” 

The law referred to is as follows; ‘‘All obli- 
gations of debt, judgments or executions, stated 
in terms of dollars, and to be paid in money, if 
not dischargeable in United States legal tender 
notes, shall be payable in either the standard 
silver or gold coin authorized by the congress 
of the United States, all stipulations in the con- 
tract to the contrary notwithstanding.” 

In New York bank circles it is said that the 
commissionermust be under a misapprehension 
of the existing facts. Few, if any of the New 
York banks, use a note which by its terms is 
made payable in ‘*‘ gold coin.” Promissory notes 
made payable in gold coin are used by many of 
the foreign bankers in New York in making 
their loans, but members of the clearing house, 
as a rule, do not pay any attention to the mat- 
ter, simply making their notes payable in cur- 
rent funds. 


State BANK STATEMENTS. Attorney-General 
Little gave an opinion, on May 2d, in regard to 
the publication of bank statements which will 
be of interest to newspaper publishers. A 
banker asked whether a statement, as required 
by section 142: of the general statutes, could be 
published legally in a paper that did not fall 
within the provision of chapter 156 of the law of 
1891, which says: ‘‘ No legal notice, advertise- 
mentor publication of any kind required or pro- 
vided by any of the laws of the state of Kansas 
to be published in a newspaper shall have any 
force or eftect as such, unless the same be pub- 
lished in a newspaper of the county having gen- 
eral circulation therein, and which said news- 
paper has been continuously and _ uninter- 
ruptedly published in said county during a 
period of fifty-two consecutive weeks prior to 
the first publication of the notice or advertise- 
ment.” 

The attorney general holds that this statute 
applies only to that class of notices and adver- 
tisements which must precede the doing of an 
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act. In other words, where the law requires a 
notice or an advertisement to be given, and 
which notice or advertisement must precede the 
doing of an act, then in that case the act can not 
be done until the notice or advertisement is pub- 
lished in a newspaper such as is designated in 
the section. The statement which a banking 
corporation is required to file semi-annually is 
simply to show the condition of the bank, If a 
bank could not open or commence business un- 
til notice had been given of such fact fora 
length of time preceding the opening of such 
bank, then that class of notices must be pub- 
lished under the law of 1891, but the mere pub- 
lication of a state of facts which already existed, 
and which are not required to be published be- 
fore the bank is permitted to do business, need 
not be published as prescribed by the law of 
1891. 
LOUISIANA, 


Days OF Grace, The bankers and financiers 
of New Orleans are very much interested in se- 
curing the passage of a law abolishing days of 
grace. A movement to this end has been in- 
augurated as the result of the passage by the 
New York legislature of such a law on the gthof 
May last. Several other states have passed the 
same law. The following petition has been cir- 
culated and has been most numerously signed: 

‘*To the Honorable Senators and Represen- 
tatives of the General Assembly, Baton Rouge, 
La.: Gentlemen—We, the undersigned bankers 
and merchants of the city of New Orleans, re- 
spectfully represent and petition the general as- 
sembly, through you, our belief that it is to 
the interest of commerce and in consonance with 
the laws of many states, particularly those of 
the largest banking and commercial centers, 
that days of grace should be abolished, to take 
effect on the 1st day of January, 1895. 

‘“*Tothat end, we respectfully submit here- 
with copy of the act, passed by the general as- 
sembly of the state of New York at the late ses- 
sion May 9g, 1894, and respectfully request that 
you consider and pass a similar act, to be in 
force on the 1st day of January, 1895.” 

Colonel T. C. Herndon, who has been active 
in the matter, remarks: 

‘‘The notice of the abrogation of the days of 
grace by the New York general assembly came 
to the bankers of New Orleans through a circu- 
lar letter from: the secretary of the American 
Bankers’ Association. The New Orleans bank- 
ers took immediate steps to get the Louisiana 
legislature to pass a similar act. The petition 
has been signed by every bank president in the 
city and a large number of merchants. All of 
them believe that the passage of such an act 
would be to the best interests of the banks and 
the community. 

‘* Every one looks upon days ot grace as being 
obsolete now; they are simply a relic of the 
past which have remained in use and force when 
the reason for their being has passed. Days of 
grace were established when the mail service 
was not facilitated by steam and electricity, 
when the means of communication were tedious 
and slow, when the rivers got high and delays 
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were consequent and time for negotiation had 
to be extended. That is all in the past and 
days of grace should have been abolished long 
ago. 

‘‘If days of grace are required, let the time 
be addedto the period for which the notes are 
to be run, in fixing the time. Bankers now 
charge for days of grace and their is no reason 
why they should be given.” 


MASSACHUSETTS 


IMPROPER RE-HYPOTHECATION OF SECURITIES 
BY A BANK. The United States Inves:or, in a 
recent issue, says: 

Whatever bad legislation occurs in this state 
comes most frequently in the form of special 
acts. Nearly every session of our general court 
accomplishes general legislation of a high char- 
acter, like the acts to prevent stock watering by 
corporations which are now in process of pas- 
sage through the house of representatives. It 
is in special acts, which do not obtain careful 
consideration, or are not subjected ito the full 
light of public investigation, that improper ac- 
tion is most likely to be taken. An instance oc- 
curred this week in the rejection of the bill to 
amend the act of 1893, relative to deposits by 
cities and towns in banks and trust companies, 
The act of 1893 was as follows: 

‘* Nocity ortown shall have or place on deposit 
at any time, in any bank or trust company, an 
amount exceeding 60 per cent of the capital and 
surplus of such bank or trust company, unless 
such bank or trust company shall give to the 
city or town satisfactory security for such de- 
posit in excess of said 60 per cent.” 

It was very properly proposed this year to 
cross out the words ‘' unless such bank or trust 
company shall give to the city or town satisfac- 
tory security for such deposit in excess of said 
60 percent.” The danger of permitting a bank 
or trust company to give security so as to carry 
deposits of a city or town aggregating more 
than 60 per cent. of its capital becomes apparent 
when we inquire where the bank or trust com- 
panv is to obtain the security for this purpose. 

The most convenient method of obtaining 
such security would be to re-hypothecate the 
collateral of its customers, ar d we regret to note 
a disposition on the part of some bankers in 
Massachusetts to pursue this course. Printed 
forms of collateral notes are now being used to 
some extent containing the following clause: 

‘**The holder hereof may sell, transfer or hy- 
pothecate the collateral deposited herewith, or 
any collateral substituted for or added to the 
same, for his own use, and in returning col- 
lateral to me upon full performance of the 
promises herein contained by me, the holder 
hereof shall not be obliged to return the 
specific collateral deposited, but may deliver 
in place thereof a like amount of the same 
securities.” 

Under this system, a weak bank might cover 
a very considerable deficiency in its own assets 
by such use of the collateral of its customers as 
the business community in general would con- 
sider manifestly improper. But the bill to re- 
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peal that portion of the act of 1893 which we 


have quoted above, was vigorously opposed in 
the lobby of the Massachusetts legislature by 
the president and directors of a trust company 
of Lowell, and was overwhelmingly defeated in 
the house. 


MISSOURI. 


The Missouri Bankers’ Association meets at 
Clinton, Mo., June 12. 


NEBRASKA. 


Chief Clerk Townley, of the state banking de- 
partment, has finished the tabulated statement 
showing the condition of all the state and 
private banks of Nebraska under control of the 
boara at the close of business April 28. Since 
the last report, which was made December Ig, 
1893, the total number of banks under control 
of the department was reduced from 504 to 488. 
Notwithstanding the decrease in the number of 
banks, the report gives evidence of a gratifying 
increase in Nebraska’s banking business. For 
the first time in a year the banks show increased 
deposits, the total deposits increasing by nearly 
$2,000,000 since last December. Loans and 
discounts and bills rediscounted show slight de- 
creases. 


NEW YORK. 


Days oF Grace. At the request of the Amer- 
ican Bankers’ Association, the following bill 
was introduced in the legislature of New York, 
was passed, has been signed by the governor, 
and will go into effect January 1, 1895: 

‘An Act to abolish days of grace. The peo- 
ple of the state of New York, represented in 
senate and assembly, do enact as follows: 

Section 1. On all notes, drafts, checks, ac- 
ceptances, bills of exchange, bonds or other evi- 
dences of indebtedness whereby he, they or it 
shall promise to pay to any person, corporation 
or order, or the bearer, any sum of money as 
therein mentioned, and in which there is no ex- 
pressed stipulation to the contrary, no grace, 
according to the custom of merchants, shall be 
allowed, but the same shall be due and payable, 
as therein expressed, onthe day and date 
named, without grace. 

Section 2, All acts and parts of acts inconsis- 
tent with the provisions of this act are hereby 
repealed. 

Section 3. This act shall take effect and be in 
force on the 1st day of January, 1895.” 

Approved by Hon. Roswell P. Flower, gov- 
ernor of the state of New York, May to, 1894: 
now chapter 607, laws of 1894. 


PUBLICATION BY SAVINGS BANKs. Governor 


Flower has vetoed Assemblyman Wilcox’s bill 
providing that every savings bank shall an- 
nually publish a statement containing a list of 
all accounts ot depositors upon which no new 
deposits have been made and from which no 
sums have been withdrawn in five years. 


In 
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his veto memorandum the governor says: 
‘* While the intention of this bill is a good one, 
namely, to acquaint all persons having an in- 
terest in a savings bank deposit, as next of kin 
or heirs-at-law, of the existence of such deposit, 
the method of attaining the bill's objects under 
its provisions is objectionable and would un- 
doubtedly work more harm than good. In the 
first place, the bill makes it necessary for sav- 
ings bank officers to know which of their de- 
positors are living and which are dead. Ina 
bank of upwards of 5,000 accounts and particu- 
larly in banks of upwards of 25,000 accounts 
(and some of the banks in the state have as high 
as 120,000 accounts), it is practically impossible 
for the officers to know which of the depositors 
are living in all cases. 


‘* Again probably a majority of the accounts 
in which there have been no transactions within 
five years, except the crediting of interest, are 
the accounts of children, placed there with the 
express intention of having them remain at 
least until the child arrives at its majority. It 
would impose much additional labor and ex- 
pense upon the banks to be compelled to ascer- 
tain which of the thousands of juvenile deposi- 
tors are alive and to publish the necessary ad- 
vertisement. The bill provides no penalty fora 
failure to publish the accounts annually, and it 
is not made the duty of the supervising officer 
to see that it is done. The banking law pro- 
visions with reference to dormant accounts, 
namely, those which have not been increased or 
diminished by deposits or withdrawals, exclu- 
sive of interest credits, tor 22 years, have 
worked well in practice. and if it is thought de- 
sirable to extend or elaborate the provisions of 
law, the object of this bill under consideration 
might be accomplished in that direction more 
satisfactorily and more economically than as the 
measure is now framed.” 


CONDITION OF New YorK Banks. The returns 
from the banks in New York city, in response 
to the call of Comptroller Eckels for May 4 
show, in the judgment of the comptroller, that 
all the conditions of healthy banking have re- 
turned, and that nothing is needed now but a 
settled basis for commerce and trade to bring 
back prosperity. A comparison between the 
figures of May 4, 1894, and those of December 
g, 1892, which was the date of the high-water 
mark reached before any of the financial troubles 
began, show that individual deposits on the 
latter date were $284,000,000, and amounts due 
to other banks $189,000,000, a total of $473,000,- 
ooo. At the former datethe individual deposits 
were $316,000,000, and amounts due to other 
banks $245,000,000, a totalof $561,000,000. 

Again, the loans and discounts on December 
g, 1892, were $324,000,000 and cash in banks 
$97,000,000. On the 4th of May the loans and 
discounts were $337,000,000 and the cash in 
banks $192,000,000. This contrast makes a 
more striking exhibition of the restoration of 
public confidence in the banks and the unsettled 
condition of the popular mind as to outside in- 
vestments than has been witnessed for many 
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years. The number of banks has increased by 
only one between the two contrasted dates. 


RHODE ISLAND. 


On the 11th day of Maythe following amend- 
ment of the statutes of Rhode Island became a 
law: 


Section 1. All netes, drafts, checks, accep- 
tances, bills of exchange, bonds or other evi- 
dences of indebtedness, falling due on Sunday, 
or on any day now or hereafter declared to be a 
holiday for any purpose, by the general assem- 
bly or by the governor in pursuance of any act 
to that effect. or by the president or congress of 
the United States, shall, for every purpose, be 
considered due on the next following business 
day. 

Section 2. On Saturday of each week banking 
hours shall end at 12 o’clock noon, instead of 3 
p. m., any custom to the contrary notwithstand- 
ing, and Saturday shall, for the acceptance and 
maturity of paper referred to in the first section 
of this act, but only for such purpose, be 
treated as a holiday. This section shall not ap- 
ply to checks or demand drafts on banks or 


- bankers presented before 12 o’clock noon on 


Saturday. 


Section 3. This act shall take effect and be in 
force on and after the 1st day of July, A. D,, 
1894, and shall apply to all notes, drafts, checks, 
acceptances, bills of exchange, bonds or other 
evidences of indebtedness, which shall be ex- 
ecuted and dated after the passage of this act, 
and which shall fall due on or after the Ist day 
of July, A. C., 1894. 


Section 4. All acts and parts of acts inconsis- 
tent herewith are hereby repealed. 


The provisions of this act apply to all 
notes, drafts, acceptancesand billsof exchange 
executed and dated after said 11th day of May, 
maturing on or after July 1, 1894. 


Under existing laws all sight ‘drafts, as well 
as all time obligations are entitled to three days 
grace. 


The days now established as holidays under 
the laws of Rhode Island are as follows: 


Washington's Birthday, February 22. 

General State Election day, first Wednesday 
in April. 

Arbor Day. 
in May). 

Memorial Day, May 3oth. 

Independence Day, July 4th. 

Labor Day, first Monday in September. 

Presidential and Congressional Election days, 
first Tuesday following first Monday in Novem- 
ber of alternate (even) years. 

Thanksgiving Day, u ually last Thursday in 
November, under proclamation of president of 
the United States and governor of the state, 

Christmas Day, December 25. 

Bank holiday, every > gee after 12 noon, 
as provided in foregoing act. 

If either of these days fall on Sunday, the 
Monday following becomes a holiday. 


Appointed by governor (usually 
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WEST VIRGINIA. 


The West Virginia Bankers’ Association was 
formed at Charleston, that state,on Mav 16th, 
with a membership of thirty. The different 
sessions were of an interesting character, anda 
great deal of enthusiasm was developed in favor 
of the organization. which starts off under the 
most flattering auspices A constitution and 
by-laws were adopted, and the following officers 
chosen: President, J. Q. Dickinson, Charles- 
ton; vice-presidents—first district, L. J. Bayha, 
Wheeling; second district, T. L. Davis, of Graf- 
ton; third district, E. O. Prince, Hinton; 
fourth district, T. C. Claypool, Spencer; secre- 
tary and treasurer, P. B. Dobbins, of Wheeling. 
Wheeling was selected as the next meeting 
place on the first Wednesday in June, 1895. 


BOOK NOTICES. 


“*The Natural Law of Money,” by William 
Brough, 1894. $1.00; 168 pages. G. P. 
Putnam’s Sons, New York. 


In this work, the successive steps in the 
growth of money are traced from the days of 
barter to the introduction of the modern clear- 
ing hovse, and monetary principles are ex- 
amined in their relation to past and present leg- 
islation. Separate chapters are devoted to the 
beginning of money; bi-metallism and mono- 
metallism; paper money and banking; paper 
money in colonial times; monetary system of 
Canada as contrasted with that of the United 
States; money, capital and interest; mandatory 
money and free money; and the hoarding panic 
of July, 1893. 

The style is clear and the contents educa- 
tional, 


‘‘Elements of the Law of Bills, Notes and 
Cheques and the English Bills of Exchange 
Act, for Students.”” By Melville M. Bige- 
low, Ph. D. Harvard. Little, Brown & Co., 
Boston, 1893. 325 pp. $2.50 


In this work, Professor Bigelow has stated 
the law of his subject in a manner befitting the 
comprehension of students, and has added the 
English Bills of Exchange Act for purposes of 
comparison, as well as for purposes of sugges- 
tion, wherever the American law is incomplete, 
uncertain or unsatisfactory. 

The arrangement of the various branches of 
the subject is logical and the style terse. Cita- 
tions and extracts of decisions, supporting the 
text, are given in toot notes. The author has 
the ability, evidence of which is lacking in so 
many works upon the law, of stating rules and 
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reasons in the fewest possible words. The state- 
ments of the law are definite and the reader 
readily grasps the meaning. The author's defi- 
nitions and comparisons of the different con- 
tracts connected with negotiable instruments 
are thorough and minute. To givea single il- 
lustration of the accuracy with which contracts 
are defined and their distinguishing features 
pointed out, the case of ‘‘ acceptance” and ‘‘ cer- 
tification’ may be cited. Many deem these con- 
tracts in effect the same and see no difference 
betweenthem. But the author shows that cer- 
tification procured by the holder of a check, dis- 
charges the drawer; this effect not following 
acceptance of a bill. The consequences of re- 
fusal are also shown to be dissimilar; certifica- 
tion not being required by a check, and refusal 
having no legal consequences. 

Professor Bigelow’s work well states the ele- 
ments of the law of bills and notes, and it will 
prove a ‘‘ short-cut” to complete possession of a 
class of knowledge, essential not only to the 
lawyer, but to the banker and merchant as well. 


‘*Tllustrative Cases in Partnership,” by James 
Paige, LL. M., Professor of law in College 
of Law, University of Minnesota. T. and J. 
W. Johnson & Co., Philadelphia, 1894, 239 
PP. 


This collection of illustrative cases ©n part- 
nership is one of the Pattee series, prepared for 
the use of law students and now given to the 
public. Mr. Paige is lecturer upon the subject 
of partnership in the college of law of the Uni- 
versity of Minnesota. The plan of the work is 
to illustrate the various branches of the law of 
partnership by the publication of leading cases, 
with analysis and citations. This method en- 
ables the student to associate in his mind 
the primary principles of partnership law to- 
gether with a set of facts to which the principle 
has been applied. Thus associated, the princi- 
ple is more tenaciously retained and more 
readily recalled. 

The work should be a useful one for the 
libraries of bankers. They encounter many 
legal snares in their dealings with partnerships, 
and it will prove helpful upon many points 
whereon they want light. 


‘*‘Leading American Exchanges,” Illustrated 
Souvenir of Clapp & Co., Bankers, New 
York, 1893. 


This book contains 32 pictures, including 
buildings occupied by 24 exchanges, history and 
data of 11 others. 

Quantity and government values of nearly all 
nature’s American products, grown, mined or 
fished at points of production, also export val- 
ues. Prices daily at speculative centers, like 
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CURRENT NEWS AND TOPICS. 


Chicago and New York. Storage capacity, rates 
and who controls inspection at grain centres. 
Where England buys food products yearly, 
what they pay for the same, amount bought, 
what they grow, and price yearly. Quantity of 
wheat, rye, barley and oats grown in the world 
annually, home consumption, exports and im- 
ports and population of 28 wheat producing 
countries 

Immigration and destination of immigrants 
in 1893. Amount of gold and silver coined 
vearly and since American Mints were es- 
talished. Movement of cotton daily in 1893 at 
seaports, weekly at 24 interior towns, where 
grown or spun in the world, yearly price and 
quantity grown. Stocks, bond and interest 
tables, bank stocks and clearing house records. 
Prices of silver yearly for 60 years. Page 237 
shows the 1893 shrinkage equalled the cost of 
the civil war. 


BUSINESS NOTICES. 


Smith, Reckitt & Co., public accountants and 
auditors New York and Chicago, and Andrew 
A. Clarke, also public accountant and auditor of 
137 Broadway, New York, have conjoined their 
respective businesses and will in future practice 
their profession under the firm of Smith, Reckitt, 
Clarke & Co., with offices at 44 and 46 Broad- 
way, New York, and 169 Jackson street, Chicago. 
Mr. E. W. Smith and Mr, E. Reckitt, who com- 
posed the firm of Smith, Reckitt & Co., have 
been in practice for several years, and during 
that time succeeded in developing an extensive 
professional connection not only in the cities of 
New York and Chicago, but also in other parts 
of the states where their services have been re- 
quired. The firm has already an established 
reputation of a high order in commercial and 
financial accounting and audit work, the inves- 
tigation of entangled concerns. and examina- 
tions and reports for formation of corporations 
and commercial enterprises, in all of which they 


USE OF CREDIT 


The comptroller of the currency has sent out 
the following circular letter to the cashiers of 
national bank : 


Sir:-‘‘ An investigation is about to be under- 
taken looking toward the collection and publi- 
cation of statistics relative to the use of credit 
instruments in retail transactions throughout 


47! 
have achieved pronounced success. Mr. Clarke 
brings to the now consolidated firm the ex- 


perience acquired by many years of constant 
industry in every branch of general professional 
work, during which he has been engaged in the 
investigation of numerous important under- 
takings andthe audit of financialconcerns. His 
reports have been remarkable for simplicity of 
arrangement, clearness of detail and accuracy 
of results, and have secured for him the patron- 
age of a large clientele. The new firm enters 
upon its career with every prospect of material 
success, and its list of references contains the 
names and addresses of over one hundred 
clients prominent in commercial, financial, 
banking, investment and insurance circles, to 
whom, among many others, the firm have the 
privilege of referring. It is arranged that the 
New York office will have the benefit of Mr. 
Clarke’s superintendence and control, while the 
business at Chicago will be conducted under 
the united personal supervision of Mr, Smith 
and Mr. Reckitt. 


Pinckney & Arnot, real estate agents and 
general insurance brokers of New York and 
Brooklyn, have opened central offices in the 
Schermerhorn building, 96 Broadway and 6 Wall 
street, New York city, where the various 
branches of their business will be continued in 
all its departments. The house has been estab- 
lished since 1836, when it was originated by Mr. 
C. C. Pinckney, father of the present senior 
partner, Mr. Howard L, Pinckney, and the firm 
which now includes Mr. George B. Arnot con- 
ducts an extensive and select business with an 
established connection of prominent patrons 
constantly increasing as years rollon Strict 
attention to their clients’ interests, active and 
energetic methods combined with the highest 
integrity have built up Messrs. Pinckney & Ar- 
not’s reputation, and the continued practice of 
these characteristics ensures its permanence and 
stability. 


INSTRUMENTS IN RETAIL TRANSACTIONS, 


the country, and the assistance of banks and 
bankers generally, is earnestly desired. I shall, 
therefore, be exceedingly thankful to have your 
co-operation in this investigation by having you 
furnish this Office, at your early convenience, 
the information called for in the enclosed blank, 
as well as such other data bearingon the subject 
as may beat your command. It is suggested 
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that the most satisfactory results will be ob- ending June 30, 1894. Respectfully yours, 
tained by giving the data requested, as shown James H. Eckets, Comptroller. 
by the deposits on the ‘‘settling day,” in your The following form accompanies the circular, 
community, nearest the close of the fiscal year showing the character of information desired; 


Hox. JAMES H. ECKELS, Comptroller of the Currency. 
Six:-In compliance with your request of May 15,1 give herewith the information desired 


with respect to deposits, etc., of retail merchants with this bank on June 


DEPOSITORS. DEPOSITS.* 


Checks and 
Gold ' Silver Treasury other ies 
Silver. Certificates. Certificates. Notes. Instruments Total. 
of Credit. 


Grocers, retail.. 
Butchers, retail, 


Clothiers, retail. 


Furniture deal- 
ers, retarl..... 


Fuel dealers, re- 
| aes 
___ Total... 


* Please omit cents. 


What is the usual period of credit granted by retail merchants in your community? 





